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PROMOTING  THE  EXPORT  OF  U.S.  ENVIRON 
MENTAL  TECHNOLOGIES,  GOODS  AND  SERV 
ICES 


THURSDAY,  FEBRUARY  25,  1993 

House  of  Representatives,  Subcommittee  on  Environ- 
ment and  Natural  Resources,  Committee  on  Mer- 
chant Marine  and  Fisheries, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  10:00  a.m.,  in  room 
1334,  Longworth  House  Office  Building,  Hon.  Gerry  E.  Studds 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  Studds,  Pallone,  Furse,  Lambert,  Eshoo, 
Gilchrest,  and  Cunningham. 

Staff  Present:  Lesli  Gray,  Staff  Assistant;  Joan  Bondareff,  Senior 
Counsel;  Will  Stelle,  General  Counsel;  Karen  Steuer,  Professional 
Staff;  Laurel  Bryant,  Minority  Professional  Staff;  Sue  Waldron, 
Press  Secretary;  Leigh  Clayton;  Robert  Wharton;  Ruth  Freesland; 
Mary  Kitsos,  Chief  Clerk;  Judy  Alvarez;  Margherita  Woods,  Minor- 
ity Clerk;  Tom  Melius,  Minority  Professional  Staff;  Cindy  Wilkin- 
son, Minority  Counsel;  and  Jayneanne  Rex,  Minority  Staff. 

STATEMENT  OF  HON.  GERRY  E.  STUDDS,  A  U.S.  REPRESENTATIVE 
FROM  MASSACHUSETTS,  AND  CHAIRMAN,  SUBCOMMITTEE  ON 
THE  ENVIRONMENT  AND  NATURAL  RESOURCES 

Mr.  Studds.  The  subcommittee  will  come  to  order. 

Over  the  past  12  years  we  have  heard  a  great  deal  about  having 
to  choose  between  business  on  the  one  hand  and  environmental 
considerations  on  the  other,  between  jobs  and  endangered  species. 
Some  of  us  have  suspected  all  along  that  the  two  are  not  mutually 
exclusive. 

This  morning  we  will  hear  from  a  panel  of  distinguished  wit- 
nesses who  are  going  to  tell  us,  hopefully,  how  we  can  do  both: 
maintain  a  clean,  healthy  environment  and  create  jobs  through  the 
development  of  a  U.S.  envirotech  industry.  This  is  a  buzz  word  but 
I  want  to  use  it  anyway. 

Today,  this  country  has  some  58,700  companies  in  the  envirotech 
business  with  combined  revenues  of  $120  billion  in  1991.  This  in- 
dustry has  grown  greatly  in  response  to  the  very  strict  environ- 
mental laws  and  regulations  in  this  country. 

In  addition  to  serving  the  domestic  market,  the  U.S.  industry  is 
poised  to  take  advantage  of  an  exponential  growth  in  the  world 
market  for  environmental  goods  and  services.  The  OTA  estimates 
that  in  1990  the  global  world  market  for  environmental  goods  and 

(1) 


services  was  $200  billion,  and  will  grow  in  a  few  years  to  $300  bil- 
lion. 

My  own  State  has  been  in  the  forefront  of  this  green  revolution, 
if  you  will,  with  over  1,300  environmental  companies  employing 
over  40,000  people  and  doing  already  over  $10  billion  annually 
worth  of  business. 

While  businesses  in  Massachusetts  and  some  other  States  are 
doing  what  they  can  to  take  advantage  of  the  fact  that  the  world 
market  for  environmental  goods  and  services  is  growing  very  fast, 
the  government  at  the  Federal  level  is  not  doing  what  it  can  to 
capture  the  moment.  By  contrast  with  Japan,  which  seized  the  eco- 
nomic opportunities  presented  by  the  1992  Earth  Summit,  our  own 
government  has  been  sitting  back  and  hoping  for  industry  to  do  its 
own  thing. 

It  is  clear  that  the  new  administration  and  the  U.S.  Secretary  of 
Commerce  have  recognized  this  moment  and  have  spoken  to  the 
necessity  for  the  Federal  Government  to  do  something  a  good  deal 
more  creative  and  productive. 

We  have  asked  our  witnesses  today  also  to  comment  on  a  propos- 
al to  establish  through  legislation  a  partnership  between  the  gov- 
ernment and  the  United  States  environmental  technology  industry. 

Let  me  just  say  that  while  we  have  given  the  witnesses  an  out- 
line of  a  possible  proposed  legislation,  and  although  it  bears  my 
name,  I  am  by  no  means  wed  to  the  details  of  it.  In  fact,  I  am  aller- 
gic to  the  proposition  we  are  going  to  create  three  new  entities  of 
any  kind,  at  this  point  governmental,  or  even  partially  governmen- 
tal. 

So  I  would  ask  the  witnesses  to  feel  more  than  free  to  use  their 
own  imagination  in  suggesting  what  we  do  or  do  not  need,  whether 
we  need  a  new  office  in  the  Department  of  Commerce,  whether  we 
need  a  new  public-private  venture,  whether  we  need  a  new  compo- 
nent within  the  Peace  Corps — all  of  these  ideas  are  floating 
around,  but  I  suspect  we  will  have  difficulty  suggesting  that  what 
the  government  most  needs  is  one  or  two  or  three  new  agencies. 

It  is  a  wide  open  field.  The  potential  for  doing  good  things  profit- 
ably is  an  appealing  one,  particularly  to  a  New  Englander.  If  one 
can  do  well  by  doing  good,  one  has  satisfied  something  very  funda- 
mental in  one's  New  England  roots.  In  this  case,  it  seems  to  me  it 
is  not  only  a  regional  opportunity  but  a  national  one.  The  world 
has  a  lot  of  catching  up  to  do  in  terms  of  essential  environmental 
progress. 

That  means,  among  other  things,  a  lot  of  work,  a  lot  of  business, 
a  lot  of  jobs,  a  lot  of  dollars.  There  is  no  reason  in  the  world  why 
we  should  sit  back  and  watch  our  competitors  seize  that  moment. 
That  is  why  we  have  done  the  work  we  have  done  to  date,  and  why 
I  am  hopeful  that  when  the  new  administration  finally  gets  its 
folks  in  order,  we  may  have  a  partnership  here. 

Are  there  additional  opening  statements? 

The  gentlewoman  from  Oregon. 


STATEMENT  OF  HON.  ELIZABETH  FURSE,  A  U.S. 
REPRESENTATIVE  FROM  OREGON 

Ms.  Furse.  Mr.  Chairman  and  Members  of  the  committee,  it  is  a 
great  pleasure  to  participate  in  this  hearing  concerning  Federal 
support  for  the  export  of  environmental  technology.  In  my  opinion, 
no  topic  that  we  will  address  during  this  Congress  has  so  much 
promise  for  the  world,  the  Nation,  and  indeed  for  my  State,  the 
State  of  Oregon. 

World  demand  for  environmental  technology,  goods  and  services 
is  projected  to  increase  at  the  rate  of  15  percent  per  year  because 
of  a  growing  awareness  of  our  finite  environmental  resources,  as 
mirrored  in  the  Rio  agreements,  the  NAFTA  controversy  and  the 
environmental  decay  of  the  former  Soviet  Union.  The  U.S.  is  able 
to  supply  the  technology  and  scientific  know-how  to  address  these 

problems.  , 

Oregon  is  a  leader  in  the  field  because  of  our  State  s  progressive 
environmental  laws  that  spawn  so  much  of  the  technology  we  are 
seeking  to  support.  , 

With  regard  to  Oregon,  I  would  like  to  enter  in  the  record  ex- 
cerpts from  the  magazine  Oregon  Business,  demonstrating  the 
breadth  of  commitment  that  Oregon  businesses  and  academic  com- 
munity has  made  already  to  environmental  technology. 

I  also  recently  had  an  opportunity  to  meet  at  length  with  Don 
Connors,  a  founder  of  the  Environmental  Business  Council,  and  I 
commend  the  Chairman  for  his  foresight  in  nurturing  some  of  Mr. 
Connors'  ideas.  I  look  forward  to  Mr.  Connors'  testimony,  as  I  do  to 
the  testimony  of  Dwight  Sangrey,  President  of  the  Oregon  Gradu- 
ate Center,  which  will  be  presented  today  by  Dr.  Norm  Eder,  and 
the  written  testimony  of  the  Oregon  Environmental  Technology 
Association  as  represented  by  Mr.  Gene  Davis,  an  association  board 
member  and  an  Oregon  businessman. 

It  is  a  great  pleasure  to  participate  in  these  hearings.  I  thank 
you,  Mr.  Chairman,  for  the  opportunity. 

Mr.  Studds.  The  gentleman  from  California. 

STATEMENT  OF  HON.  RANDY  "DUKE"  CUNNINGHAM,  A  U.S. 
REPRESENTATIVE  FROM  CALIFORNIA 

Mr.  Cunningham.  Thank  you,  Mr.  Chairman. 

I  would  like  to  associate  myself  with  the  remarks  of  the  Chair- 
man. I  am  not  an  extremist  environmentalist,  but  this  is  an  area 
where  we  can  support  NAFTA  and  do  a  lot  of  good  things  at  the 
same  time. 

For  my  colleague  from  Oregon,  I  hunt  and  fish  up  there,  and 
since  I  think  70  percent  of  all  new  Oregonians  are  Californians 
purchasing  land  up  there  are,  we  can  work  real  well  together. 

I  would  like  unanimous  consent  to  insert  Congressman  Fields 
opening  remarks,  and  I  would  also  like  to  let  our  guests  know  that 
the  Republicans  have  not  missed  this  hearing  on  purpose.  I  myself 
will  be  going  to  Princeton.  We  have  our  party  conference  in  Prince- 
ton so  that  is  where  everybody  is  this  morning.  We  haven't  slighted 
you,  and  I  have  agreed  to  be  here  so  we  can  hold  hearings. 

Thank  you  very  much. 

[The  statement  follows:] 


Statement  of  Hon.  Jack  Fields,  a  U.S.  Representative  from  Texas,  and 
Ranking  Minority  Member,  Committee  on  Merchant  Marine  and  Fisheries 

Mr.  Chairman,  I  am  pleased  that  the  Subcommittee  on  Environment  and  Natural 
Resources  is  holding  a  hearing  today  on  issues  relating  to  the  establishment  of  a 
national  program  to  promote  the  export  of  U.S.  environmental  technologies,  goods, 
and  services. 

Mr.  Chairman,  it  is  sound  public  policy  to  encourage  the  use  and  export  of  envi- 
ronmental technologies.  There  is  an  expanding  market  for  these  products,  particu- 
larly among  developing  nations.  I  am  encouraged  by  the  increasing  number  of  busi- 
nesses and  associations  that  are  forming  to  meet  these  needs.  As  someone  who  rep- 
resents a  city  with  the  third  largest  port  in  the  United  States,  I  have  a  keen  interest 
in  trade  matters. 

I  believe  it  is  important  to  support  private  enterprise  efforts  that  export  U.S. 
products  and  I  understand  the  need  for  some  coordination  with  the  Federal  Govern- 
ment. However,  I  am  hesitant  to  create  additional  bureaucratic  hoops  for  the  pri- 
vate sector  to  jump  through. 

I  look  forward  to  the  testimony  that  we  will  hear  today  as  it  will  be  helpful  in 
determining  the  role  government  should  play  in  assisting  this  growing  industry. 

Thank  you,  Mr.  Chairman. 

Mr.  Studds.  The  committee  notes  with  interest  the  gentleman's 
strides  toward  being  an  extreme  environmentalist. 
The  gentleman  from  Maryland. 

STATEMENT  OF  HON.  WAYNE  T.  GILCHREST,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  MARYLAND 

Mr.  Gilchrest.  Thank  you,  Mr.  Chairman. 

I  don't  really  have  an  opening  statement  except  to  say  I  look  for- 
ward to  the  testimony.  I  think  we  are  moving  in  a  new  direction 
for  the  Nation  and  the  world  as  far  as  understanding  our  relation- 
ship to  the  ecosystem  and  how  we  can  best  benefit  from  that  and 
derive  security  by  enhancing  our  productivity. 

I  often  think  of  the  environment  as  starting  with  microorganisms 
being  a  part  of  the  ecosystem,  and  shopping  plazas  now  being  a 
part  of  the  ecosystem,  as  well  as  highways  and  chemical  factories. 
We  are  all  here  together. 

So  we  must  find  an  alternative  way  to  the  traditional  and  con- 
ventional ways  of  doing  things.  When  I  was  in  school  I  can  remem- 
ber in  about  the  7th  grade,  I  think  Mr.  Studds  being  from  Massa- 
chusetts probably  learned  this  in  second  grade,  but  we  weren't 
quite  as  advanced  as,  I  am  sure,  the  schools  in  Massachusetts,  but  I 
learned  about  the  word  environment.  It  meant  everything.  So  when 
we  talk  about  the  environment,  it  means  everything. 

So  if  we  can  capture  through  creativity  the  essence  of  the  science 
of  ecology  and  how  we  fit  into  it,  future  generations  will  bless  us,  I 
am  sure.  So  I  look  forward  to  the  testimony  and  pursuing  some  of 
your  recommendations. 

Thank  you,  Mr.  Chairman. 

Mr.  Studds.  It  is  always  a  delight  to  have  genuine  conservatives 
on  this  side. 

Let  me  say  there  are  people  who  cannot  find  seats.  You  are  more 
than  welcome  to  sit  down  on  the  lower  tier  here.  No  one  will 
accuse  you  of  working  here.  Feel  free,  especially  if  you  need  to 
write,  or  even  if  you  don't,  you  are  welcome  to  sit  down  here. 

As  Mr.  Cunningham  was  saying,  the  Republicans  are  in  retreat 
this  weekend,  which  seems  somehow  appropriate.  They  are  retreat- 
ing to  New  Jersey,  which  has  some  historical  significance.  They  are 


regrouping.  Normally  under  these  circumstances,  we  would  imme- 
diately call  up  the  bill  and  enact  it.  However,  it  is  not  written  yet, 
so  that  would  seem  a  bit  premature. 

We  are  delighted  to  have  the  witnesses  we  do.  Let  me  say  we  are 
going  to  proceed  with  you  as  a  single  panel,  and  I  trust  you  have 
already  been  asked  by  the  staff  to  confine  your  oral  remarks  to  no 
more  than  five  minutes.  That  should  be  very  easy  for  the  repre- 
sentatives of  the  administration,  as  I  understand  it,  since  there  is 
no  policy  yet,  and  it  shouldn't  take  more  than  five  minutes  to 
convey  that.  The  rest  of  you  who  have  longer  written  statements, 
you  can  rest  assured  it  will  appear  in  the  record  so  that  future  his- 
torians will  believe  you  delivered  every  word  with  passion  and  con- 
viction. 

We  will  hear  you  in  the  order  in  which  you  appear  on  the  wit- 
ness list,  then  we  will  ask  questions  of  you  as  a  single  panel. 

Mr.  John  Menes,  Acting  Assistant  Secretary — we  have  a  lot  of 
those — for  trade  development,  Department  of  Commerce. 

Mr.  Menes. 

STATEMENTS  OF  JOHN  MENES,  ACTING  ASSISTANT  SECRETARY 
FOR  TRADE  DEVELOPMENT,  U.S.  DEPARTMENT  OF  COMMERCE; 
DIANA  H.  JOSEPHSON,  DEPUTY  UNDER  SECRETARY,  NATIONAL 
OCEANIC  ATMOSPHERIC  ADMINISTRATION;  GRANT  FERRIER, 
PRESIDENT,  ENVIRONMENTAL  BUSINESS  INTERNATIONAL, 
INC.;  TOM  CAMPBELL,  GENERAL  COUNSEL,  ENTRIX,  INC.; 
HILARY  FRENCH,  SENIOR  RESEARCHER,  WORLDWATCH  INSTI- 
TUTE; AND  NORMAN  R.  EDER,  VICE  PRESIDENT  FOR  PUBLIC 
AFFAIRS,  OREGON  GRADUATE  INSTITUTE  OF  SCIENCE  AND 
TECHNOLOGY 

STATEMENT  OF  JOHN  MENES 

Mr.  Menes.  Thank  you,  Mr.  Chairman.  I  will  try  to  confine 
myself  to  five  minutes. 

Mr.  Studds.  Let  me  just  add  that  the  little  lights  in  front  of  you, 
if  you  haven't  had  it  explained,  when  the  yellow  light  goes  on  you 
have  one  minute  left,  and  when  the  red  light  goes  on,  you  have 
concluded. 

Mr.  Menes.  Very  efficient.  My  remarks  this  morning,  I  just  want 
to  touch  on  several  areas.  One  is  the  global  market,  which  you 
have  already  referred  to;  U.S.  competitiveness;  and  ITA's  role. 

A  couple  of  comments  are  in  order.  Most  importantly  from  a  sta- 
tistical standpoint,  it  is  a  very  difficult  market  to  deal  with  because 
it  has  no  precise  statistical  definition.  Hence,  there  is  a  lack  of 
good  data,  and  any  remarks  we  make  are  just  orders  of  magnitude 
and  frequently  not  comparable.  It  is  an  unfortunate  circumstance 
but  difficult  to  remedy. 

As  you  already  noted,  the  only  comprehensive  study  of  the 
market  for  environmental  technologies,  equipment  and  services 
was  that  done  by  the  Organization  for  Economic  Cooperation  and 
Development,  OECD,  which  estimated  a  market  of  about  $200  bil- 
lion in  1990  to  reach  about  $300  billion  by  the  year  2000. 

Currently,  about  85  percent  of  this  market  is  in  the  22  industrial 
countries  that  are  members  of  the  OECD.  The  U.S.  has  about  40 
percent  of  this  market. 


Turning  to  other  parts  of  the  world,  the  Asian  environmental 
market  is  expanding  rapidly.  We  estimate  based  on  reports  from 
the  Foreign  Commercial  Service  overseas  and  other  sources  that 
non-communist  Asia  will  have  expenditures  of  over  $30  billion. 
Taiwan  plans  to  spend  $12  billion  alone  in  environmental  improve- 
ments by  1998. 

The  United  States  has  25  percent  of  the  imports  in  this  sector. 
Hong  Kong  also  offers  very  favorable  market  and  procurement 
policies  for  the  U.S.,  and  apparently  intends  to  spend  $20  billion  on 
environmental-related  projects  over  the  next  decade.  Korea  is  also 
a  strong  market. 

Switching  to  another  part  of  the  world,  in  Eastern  Europe  we 
find  one  of  the  most  interesting  situations  as  a  result  of  the  change 
in  environmental  accountability,  if  you  will,  and  the  department 
believes  that  the  U.S.  Government  has  a  very  special  role  to  play 
in  helping  the  U.S.  industry  take  advantage  of  the  opportunities 
that  these  countries  face  as  part  of  the  Communist  legacy.  We  are 
optimistic  that  future  growth  will  raise  the  absolute  size  of  the 
market. 

In  contrast  to  Eastern  Europe,  Western  Europe  represents  the 
single  largest  environmental  market,  about  $68  billion.  However, 
these  countries  have  strong  domestic  and  environmental  industries, 
and  pose  very  large  problems  for  us. 

Turning  to  Latin  America,  Mexico  represents  the  largest  market. 
In  1992,  we  estimated  the  market  at  about  $1.1  billion,  and  with 
currently  45  percent  of  the  import  market,  which  is  a  portion  of 
that. 

There  is  very  strong  competition  from  Japan,  Germany,  France 
and  Switzerland.  Japan  is  offering  about  $4.6  billion  in  loans  and 
credit  that  have  been  extended  to  the  Mexican  government  to  ad- 
dress the  air  pollution  problems  in  Mexico  City. 

Outside  of  Mexico,  other  key  countries  are  Brazil,  Venezuela, 
Chile,  Argentina  and  Colombia.  They  represent  a  $2  billion  market. 
Basic  to  our  export  potential  is  our  competitiveness.  The  United 
States  exports  10  percent  of  its  output  in  environmental  technol- 
ogies, and  has  about  a  $4  billion  trade  surplus,  keeping  in  mind  the 
caveats  I  mentioned  earlier.  However,  the  industry  is  experiencing 
import  penetration  in  waste  treatment  collection  systems,  and  air 
pollution  control  systems  from  Japanese  and  Asian  companies. 

Germany  and  Japan  are  the  two  largest  competitors.  Germany  is 
the  leader  in  pollution  abatement  equipment;  Japan  is  a  major  ex- 
porter of  air  pollution  control  products.  Both  countries  appear  to  be 
following  strategies  designed  to  ensure  they  capture  a  large  share 
of  the  developing  countries  markets. 

Turning  now  to  what  ITA  is  doing,  first  let  me  talk  about  the 
export  promotion.  There  are  basically  two  elements.  First  is  identi- 
fying potential  markets  and  opportunities  overseas;  and  second,  we 
utilize  a  number  of  techniques  to  help  U.S.  industry  capitalize  on 
these  opportunities.  In  particular,  trade  missions,  trade  exhibits, 
seminars  and  conferences. 

In  addition,  we  have  recently  initiated  a  new  effort  to  combine 
technical  and  education  seminars  with  a  business  forum  designed 
to  match  U.S.  suppliers  with  foreign  customers.  ITA  has  organized 
more  than  30  successful  environmental  trade  events.  We  plan  to 


expand  this  effort,  especially  in  the  NIS  countries  of  Russia  and 
the  People's  Republic  of  China  and  Latin  America. 

We  also  provide  business  counseling.  In  addition,  we  have  a  ge- 
neric Export  Assistance  Program.  In  the  national  trade  data  bank 
currently  there  are  analyses  specifically  on  the  environmental 
sector  market.  Some  of  those  are  quite  lengthy. 

In  addition,  we  chair  a  trade  promotion  coordinating  committee 
for  U.S.-Asia  environmental  partnership  which  is  co-chaired  by 
AID's  assistant  administrator  for  Asia. 

Another  ITA  environmental  initiative  is  the  U.S.-Mexico  Envi- 
ronmental Business  Committee,  created  under  the  auspices  of  the 
Joint  Committee  on  Investment  and  Trade.  The  objectives  are  to 
achieve  a  multiplier  effect  to  provide  access  to  a  broad  range  of 
U.S.  companies. 

In  the  policy  area,  we  are  extensively  involved  with  other  agen- 
cies in  helping  develop  the  U.S.  Government's  position  with  regard 
to  international  environmental  meetings  and  treaty  negotiations. 

In  summary,  we  think  the  industry  has  excellent  potential.  ITA 
is  working  with  representative  trade  industry  groups,  educational 
institutions  and  other  Federal  agencies.  We  believe  that  by  promot- 
ing environmental  technologies,  products  and  services  we  can  make 
a  significant  contribution  to  creating  jobs  and  industry  where 
strong  demand  exists  overseas  and  will  continue  into  the  next  cen- 
tury. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Menes  can  be  found  at  the  end  of 
the  hearing.] 

Mr.  Studds.  Our  next  panelist  is  one  of  the  rarest  of  species,  a 
living  Presidential  appointment  in  office.  Ms.  Diana  Josephson, 
Deputy  Under  Secretary  of  NOAA. 

Welcome. 

STATEMENT  OF  DIANA  H.  JOSEPHSON 

Ms.  Josephson.  Thank  you.  I  am  especially  pleased  to  appear  at 
one  of  the  first  hearings  of  this  newly  created  Subcommittee.  I  can 
tell  you  that  it  is  good  to  be  here  and  I  look  forward  to  working 
with  you  and  my  NOAA  colleagues. 

Today's  hearing  is  important  and  timely.  As  President  Clinton 
has  repeatedly  stressed,  jobs  and  environmental  protection  are  not 
in  competition.  Rather,  it  is  widely  recognized  that  environmental 
protection  has  numerous  economic  benefits. 

We  believe  that  NOAA  can  contribute  to  the  Department's  im- 
portant role  in  promoting  exports  of  U.S.  environmental  technol- 
ogies. We  would  like  to  assist  your  deliberations  by  familiarizing 
you  with  some  of  the  equipment  for  oceanic  and  atmospheric  moni- 
toring. 

Second,  discussing  the  important  role  of  capacity  building,  train- 
ing and  transfer  of  know-how  in  expanding  U.S.  markets. 

Third,  identifying  a  few  existing  U.S.  Government  programs 
which  provide  environmental  technologies  to  foreign  markets. 

And  finally,  offering  a  few  suggestions  regarding  the  possible 
proposal  to  promote  exports  of  environmental  technology,  as  men- 
tioned in  the  letter  of  invitation. 
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Before  addressing  these  areas,  allow  me  to  make  three  points 
about  NOAA's  role  in  creating  demand  in  foreign  markets  through 
its  research  and  monitoring  programs. 

First,  our  scientific  research  demonstrates  to  foreign  nations  and 
corporations  the  existence  of  environmental  problems  by  identify- 
ing the  effects  of  their  actions  on  earth  systems. 

Second,  our  scientific  programs  demonstrate  that  these  problems 
can  be  rationally  addressed,  thereby  giving  the  confidence  to  pro- 
ceed with  sensible  remedial  or  preventive  steps. 

Finally,  NOAA's  science  provides  the  world  with  sophisticated 
tools  for  use  in  attaining  sustainable  development.  As  a  result,  we 
help  generate  a  demand  in  foreign  markets  for  U.S.  environmental 
technology. 

This  reflects  an  important  NOAA  contribution  to  the  vigor  of  the 

U.S.  economy. 

Time  does  not  allow  me  to  describe  to  you  all  of  the  technologies 
with  which  NOAA  has  been  involved.  We  have  described  some  32 
areas  in  the  more  detailed  written  statement.  They  apply  both  in 
the  atmospheric  side  and  on  the  ocean  side. 

I  would  be  happy  to  elaborate  on  any  of  these  programs  for  the 
record  should  the  subcommittee  wish  additional  information. 

Turning  now  to  capacity  building,  training  is  an  important  but 
not  always  recognized  aspect  of  an  effective  national  technology 
export  policy.  Explanations  of  the  use  and  advantages  of  sophisti- 
cated technologies  expand  markets  for  U.S.  products. 

The  recently  concluded  United  Nations  Conference  on  the  Envi- 
ronment and  Development  (UNCED)  highlighted  the  global  need 
for  technology  cooperation  on  the  environmentally  sound  technol- 
ogies. 

NOAA's  science,  technology  and  natural  resource  conservation 
training  and  education  activities  also  provide  an  important  contri- 
bution to  help  achieve  UNCED's  objectives.  Several  examples  of  ca- 
pacity building  programs  can  be  found  in  my  written  statement. 

With  respect  to  government  programs,  NOAA  already  partici- 
pates in  several  Department  of  Commerce  programs  and  is  ready  to 
initiate  new  undertakings  in  close  cooperation  with  our  fellow 
Commerce  agencies.  The  Commerce  Department  leads  two  initia- 
tives to  promote  the  sharing  of  U.S.  industries'  world  class  environ- 
mental technologies:  the  National  Environmental  Technologies 
Trade  Initiative,  which  provides  information  and  education  to  de- 
veloping regions  about  the  need  for  environmental  technologies 
and  service,  and  the  Private  Enterprise  and  Government  Interac- 
tion Working  Group,  which  facilitates  environmental  and  global 
change  search  interactions  between  the  private  sector  and  the  U.S. 
Government. 

In  closing,  Mr.  Chairman,  I  would  like  to  give  some  preliminary 
comments  on  the  outline  for  legislation  you  have  prepared.  The  De- 
partment intends  to  offer  detailed  comments,  after  having  an  op- 
portunity to  review  the  legislation,  when  drafting  is  completed. 

As  you  will  have  noted  from  the  examples  of  technology  export 
and  training  described  in  my  more  detailed  statement,  NOAA's  ef- 
forts in  this  regard  are  closely  tied  to  its  mission.  I  believe  a  new 
office  headed  by  a  new  Department  Under  Secretary  as  set  forth  in 
the  outline  you  have  circulated  is  unnecessary. 


NOAA  is  best  able  to  undertake  its  responsibilities  if  its  authori- 
ties are  not  abridged  through  reorganization.  We  believe  Federal 
agencies  can  cooperate  through  interagency  coordination.  Perhaps 
particular  attention  ought  to  be  focused  on  coordination  with  bilat- 
eral and  multilateral  assistance  programs. 

There  is  an  interagency  group,  the  Trade  Promotion  Coordinat- 
ing Committee,  chaired  by  the  Secretary  of  Commerce,  which  my 
ITA  colleague  here  can  discuss  more  fully. 

NOAA  can  play  a  strong  role  by  contributing  its  expertise  in 
identifying  the  need  for  and  use  of  environmental  technologies  as 
well  as  in  developing  new  technologies.  I  hope  these  ideas  are  of 
use  to  the  Subcommittee  as  you  further  consider  this  important 
policy  issue. 

I  will  be  pleased  to  answer  any  questions. 

[The  prepared  statement  of  Ms.  Josephson  can  be  found  at  the 
end  of  the  hearing.] 

Mr.  Studds.  Thank  you  very  much. 

Next,  Mr.  Grant  Ferrier,  the  President  of  Environmental  Busi- 
ness International,  the  publisher  of  a  magazine  on  environmental 
business  from  San  Diego. 

STATEMENT  OF  GRANT  FERRIER 

Mr.  Ferrier.  Thank  you,  Mr.  Chairman,  Members  of  the  commit- 
tee. 

We  are  a  research  firm  serving  the  environmental  industry  in 
the  United  States.  We  have  sold  market  research  products  to  these 
companies  for  six  years  now.  So  we  have  gained  a  lot  of  intelli- 
gence on  the  industry  and  done  a  lot  of  our  own  research. 

A  lot  of  the  data  on  the  market,  clearly  the  rationale  for  this 
program,  is  obvious,  and  listed  already  in  the  previous  comments. 
Part  of  that  is  in  my  written  statement.  And  the  data  as  well,  how 
big  the  market  is  and  the  scope  of  the  opportunity,  is  also  in  at- 
tached data  sheets  to  my  written  submission.  So  can  you  review 
that  and  refer  to  that  later.  I  won't  go  through  the  numbers. 

I  would  like  to  cover  what  I  consider  key  factors  about  the  envi- 
ronmental industry  that  make  it  unique,  and  therefore  dictate  a 
unique  strategy  for  the  government  in  promoting  it. 

The  first  is  that  the  industry  is  very  fragmented  and  diverse.  It 
is  made  up  of  a  number  of  medium  to  small  companies  that  either 
have  no  experience  at  exporting  or  hasn't  occurred  to  them  histori- 
cally that  would  be  a  portion  of  their  business.  A  number  of  them 
are  biotechnologies  and  scientists  who  have  not  developed  into 
business  practices  and  business  training  as  much  as  other  business. 
So  again,  they  need  support,  and  the  support  of  the  government 
would  be  appreciated  to  help  them  get  into  the  export  markets. 

Also,  this  industry  again  is  diverse  and  fragmented.  Programs  re- 
lated to  hazardous  waste  cleanup  are  very  different  from  compa- 
nies in  air  pollution  control  or  alternative  energy  or  solid  waste 
management,  for  instance.  So  when  approaching  this  industry,  it  is 
very  important  to  look  at  the  different  segments  of  the  industry 
and  the  different  business  segments  they  operate. 

There  are  very  few  environmental  companies  that  solve  all  envi- 
ronmental problems,  besides  the  engineer  types,  but  people  selling 
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equipment  often  operate  in  these  areas  segments.  So  it  is  very  im- 
portant to  look  at  the  various  companies  that  operate  in  this  indus- 
try. 

Regulations  from  a  domestic  standpoint  have  made  this  industry, 
and  indeed  most  companies  will  tell  you  the  most  important  factor 
in  driving  U.S.  competitiveness  is  maintaining  a  very  strong  regu- 
latory approach  here  in  the  United  States  to  foster  the  competitive- 
ness of  our  companies.  So  it  is  very  important  to  maintain  the 
market  here. 

There  are  examples  of  our  regulations  laxing  over  the  last  10 
years,  and  foreign  companies  helping  their  technologies  and  their 
markets  and  gaining  an  advantage  over  us.  That  certainly  is  an 
area  we  can't  let  happen  in  the  future,  as  this  market  is  indeed 
high. 

Another  key  factor  to  consider  is  technology  and  the  develop- 
ment of  technology.  The  majority  of  the  environmental  problems 
faced  by  the  world  in  the  next  10  years,  and  solutions  will  be  very 
low  tech  applications  of  existing  technologies  and  existing  solu- 
tions. They  are  solid  waste  problems,  they  are  water  treatment 
issues,  there  are  air  pollution  issues  that  we  have  the  technology 
for.  We  know  how  to  do  it  here.  They  don't  have  the  money  there 
to  do  it. 

Clearly,  we  need  to  match  our  ability  to  solve  these  problems  as 
existing  and  our  financial  knowledge  and  the  financial  mechanisms 
that  the  world  can  generate  to  help  the  developing  nations  solve 
their  problems. 

So,  clearly,  the  technology  issues  are  also  important  for  the  even- 
tual move  to  a  sustainable  economy,  and  it  is  very  important  to 
look  at  environmental  technologies  from  both  the  control  and  pol- 
lution prevention  side.  Technologies,  in  other  words,  make  up  for 
the  sins  of  the  past.  The  cleanup  technologies,  the  water  technol- 
ogies, essentially  controlling  pollution,  and  the  other  side  technol- 
ogies, which  are  the  future  technologies,  the  replacement  things 
like  electric  vehicles  and  solar  energy  and  so  forth. 

So  it  is  very  important  when  looking  at  the  technologies  that  you 
must  have  different  programs  to  stimulate  the  short-term,  vastly 
growing  markets.  You  hear  the  numbers  about  great  growing  mar- 
kets; these  are  basically  making  up  for  sins  of  the  past.  And  those 
are  markets  that  will  certainly  be  very  strong  growing  for  20  years 
or  so,  but  again,  won't  be  a  market  that  grows  forever  and  ever 
and  ever. 

Alternatively,  there  are  those  technologies  of  the  future  that  will 
create  the  more  environmentally  sustainable  society  as  I  men- 
tioned, such  as  new  energy  systems,  transportation  systems,  prod- 
ucts that  do  not  generate  waste  and  so  forth. 

This  is  a  lot  of  the  focus  of  what  the  Japanese  are  doing.  They 
are  focusing  on  that  long-term  transition  technology  that  will  be 
truly  sustainable  from  an  environmental  standpoint. 

I  think  an  important  way,  again,  to  finalize  the  comments  on 
how  the  government  can  support  this  and  support  programs  will  be 
to,  again,  highlight  the  fact  that  it  is  a  very  diverse  and  fragment- 
ed business.  The  global  market  is  tremendous,  but  it  is  very  hard  to 
find  pieces.  And  both  previous  testimonies  have  said  it  is  very  diffi- 
cult to  quantify  where  the  opportunities  are. 
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An  objective  of  such  a  U.S.  program  can  be  to  identify  a  matrix 
of  the  type  of  technologies  we  possess  against  the  countries,  and 
markets,  that  have  the  best  promising  opportunities,  and  match 
those  to  the  cells  in  the  matrix  of  the  greatest  opportunity  that  the 
government  can  provide  support  to. 

Thank  you. 

[The  prepared  statement  of  Mr.  Ferrier  can  be  found  at  the  end 

of  the  hearing.] 

Mr.  Studds.  Thank  you  very  much. 

Next,  Mr.  Donald  Connors,  Chairman  of  the  Environmental  Busi- 
ness Council  of  New  England.  He  happens  to  be  a  constituent  and 
a  friend,  and  more  than  any  other  person  is  responsible  for  the 
seminal  thinking,  if  you  will,  that  has  gone  into  focusing  me  on  the 
subject.  As  a  leader  in  the  field,  Don,  welcome. 

STATEMENT  OF  DONALD  L.  CONNORS 

Mr.  Connors.  Thank  you  very  much,  Mr.  Chairman. 

On  behalf  of  the  envirotech  industry,  I  would  like  to  thank  you 
and  the  Members  of  the  committee  for  your  interest  and  enthusi- 
asm for  this  industry  and  for  the  opportunities  to  create  good  jobs 
to  serve  the  environment,  to  be  of  enormous  assistance  to  the 
people  of  the  world. 

There  is  a  big  environmental  problem  on  this  planet,  and  we  be- 
lieve that  the  United  States  has  a  unique  repository  of  extraordi- 
nary skill  and  competence  and  technology  that  will  be  of  great 
value  to  the  nations  of  the  world  as  we  move  in  the  21st  century 
toward  the  principles  of  sustainable  development.  If  we  can  orga- 
nize an  effective  relationship  between  the  Federal  Government — 
and  by  that  I  mean  the  leadership  in  the  White  House  and  the  ap- 
propriate Cabinet  officers  and  agencies,  including  EPA,  Energy, 
Commerce,  the  State  Department,  and  the  United  States  Office  of 
Development  Assistance,  presently  we  think  of  as  AID,  as  it  may 
be  restructured — together  with  State  governments  and  a  better  or- 
ganized industry,  we  will  have  the  opportunity  to  realize  the  ex- 
traordinary potential  of  service  to  the  environment  and  economic 
development  that  lies  before  us  at  this  date  in  February  1993. 

I  hope  we  can  take  up  and  organize  a  strategy  to  realize  that  po- 
tential. And  that  is  the  primary  interest  of  the  Environmental 
Business  Council. 

Now,  a  bit  about  the  council.  I  am  the  founding  Chairman  of  the 
Environmental  Business  Council.  We  are  headquartered  in  Boston. 
We  have  members  largely  in  the  Northeast  and  eastern  Canada, 
but  we  have  some  that  have  come  from  the  Far  East  and  other 
parts  of  the  world.  The  Environmental  Business  Council  represents 
the  envirotech  industry;  companies  which  manufacture  environ- 
mental products  and  energy  products,  companies  which  provide  en- 
vironmental consulting,  environmental  engineering  services,  tech- 
nical institutions  and  other  research  and  nongovernmental  and 
nonprofit  organizations,  academic  institutions,  and  State  govern- 
ment. 

We  think  that  our  partnership  of  industry,  government,  academ- 
ic institutions,  is  central  to  the  realization  of  the  opportunities  that 
lie  before  this  industry  in  the  future. 
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We  organized  the  association  a  couple  of  years  ago.  As  you  know, 
I  practice  environmental  law,  and  have  done  so,  since  it  was  called 
conservation  law  in  the  late  1960's.  I  have  seen  its  growth  and  de- 
velopment and  became  aware  in  my  travels  around  the  world,  in 
lecturing  and  consulting,  that  there  is  an  enormous  problem  and 
there  was  a  resource  in  the  United  States  of  extraordinary  value. 
And  we  should  connect  that  resource,  bring  it  together,  and  find 
more  effective  ways  to  communicate  with  government  about  the 
opportunities  and  communicate  with  the  industry  members  about 
opportunities. 

And  we  have  been  extraordinarily  successful.  We  have  an  initia- 
tive in  Mexico  undertaken  over  the  past  year,  with  CONCAMIN, 
which  is  the  industrial  trade  association  of  that  country.  This  has 
led  to  nearly  $100  million  in  new  business  to  our  member  compa- 
nies, either  business  that  has  been  committed,  or  is  under  consider- 
ation. And  some  extraordinarily  interesting  projects  have  grown 
from  our  agreement  with  CONCAMIN  that  we  entered  into  as  they 
asked,  would  you  work  with  us  in  helping  us  be  more  effective  in 
the  implementation  of  environmental  management  systems  in  our 
industry  in  Mexico. 

In  actions  pursuant  to  the  agreement  a  half  dozen  groups  of  com- 
panies have  visited  Mexico.  We  have  others  going  there  soon.  We 
have  brought  at  our  expense  a  group  of  industrial,  academic  and 
government  officials  to  Boston  for  specialized  training  in  hazardous 
risk  management. 

There  are,  Mr.  Chairman,  in  Mexico,  enormous  opportunities  for 
us  to  assist  Mexican  industry,  help  Mexico  create  a  competent  en- 
virotech  industry,  and  create  business-to-business  relationships 
that  we  call  technology  cooperation,  the  term  used  by  the  Earth 
Summit  in  Agenda  21,  and  by  the  Business  Council  for  Sustainable 
Development  in  its  study,  "Changing  Course." 

Business-to-business  relationships  with  nations  of  the  world  have 
enormous  promise.  We  have  been  asked  by  the  Western  governors 
and  leaders  of  industry  throughout  the  country,  including  compa- 
nies in  Oregon,  to  assist  in  organizing  a  National  Environmental 
Business  Council,  which  we  have  started.  We  intend  to  launch  it  at 
a  major  conference  later  this  year  in  June  in  Washington. 

We  think  we  will  come  with  the  cooperation  of  the  Congress  and 
the  administration  to  a  new  partnership,  a  partnership  that  builds 
on  the  strengths  of  the  regional  clusters  of  environmental  industry 
that  you  see  laid  out  in  the  map  accompanying  my  testimony,  to 
execute  successfully  the  promise  of  the  envirotech  industry,  to  help 
solve  global  environmental  problems,  and  to  create  important,  ex- 
citing, meaningful  new  opportunities  for  people  and  for  companies 
in  America. 

[The  prepared  statement  of  Mr.  Connors  can  be  found  at  the  end 
of  the  hearing.] 

Mr.  Studds.  The  red  light  does  not  always  apply  to  constituents. 
Thank  you  very  much. 

Next,  Mr.  Tom  Campbell,  General  Counsel  of  Entrix,  Incorporat- 
ed, from  Houston. 
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STATEMENT  OF  TOM  CAMPBELL 

Mr.  Campbell.  Thank  you  for  the  opportunity  to  be  able  to  ad- 
dress you  on  what  is  a  very  important  topic. 

I  agree  with  Congressman  Gilchrest  that  the  environment  is,  in 
fact,  everything.  But  this  is  one  of  those  rare  opportunities  where 
there  is  an  unquestionable  win-win.  The  environment  can  win  and 
also  U.S.  industries  can  win,  and  individual  people  looking  for 
good,  high-paying,  satisfying  jobs  can  win. 

I  have  the  opportunity,  having  looked  at  this  problem  from  two 
perspectives,  from  the  government  looking  out,  having  been  the 
lead  of  the  Commerce  Department  delegation  to  the  Rio  summit, 
and  from  now  a  small  to  medium-size  consulting  firm  in  the  envi- 
ronmental area  looking  in  at  the  problem. 

Congressman  Studds,  you  are  exactly  right  in  your  opening  com- 
ments about  the  Rio  summit.  The  most  important  part  was  the  Sao 
Paolo  environmental  conference  that  took  place  in  conjunction 
with  the  summit.  At  the  summit,  Japan  announced  this  $200  bil- 
lion figure  and  announced  they  intended  to  attack  this  market  ag- 
gressively. 

I  had  the  opportunity  to  go  from  the  summit  in  Rio  over  to  Sao 
Paolo.  The  Japanese  exhibit  was  literally  seven  times  larger  than 
the  United  States  exhibit,  and  it  was  probably  10  to  20  times  better 
than  the  U.S.  exhibit.  They  had  broken  down  environmental  prob- 
lems carefully  into  major  components  and  described  it  using  what 
would  be  the  comparable  agency  to  NOAA,  explaining  the  earth 
systems  and  how  there  are  problems  with  it.  And  then  they  ex- 
plained how  individual  Japanese  industries  could  provide  solutions 
to  each  of  those  problems.  At  the  end  of  the  chain  there  was  a 
pamphlet,  a  business  card,  and  a  salesman  there  to  be  able  to  sell 
their  products. 

This  was  a  government-sponsored  event.  That  is  not  identically 
the  kind  of  framework  the  United  States  ought  to  offer  its  environ- 
mental technology  and  business  community,  but  it  is  the  type  of  co- 
operative framework  that  ought  to  be  constructed  by  the  govern- 
ment. 

And  what  do  we  need?  We  need  a  comprehensive  strategy.  The 
Japanese  and  the  Germans  are  in  fact  attacking  this  market  in  a 
comprehensive  manner.  What  we  need  is  two  things.  I  would  like 
to  emphasize  education  and  then  access. 

Education.  Education  of  countries  about  the  need  for  environ- 
mental technologies,  explaining  to  them  the  true  costs  associated 
with  the  failure  to  do  appropriate  environmental  planning. 

We  have  the  examples  here.  EPA  can  go  and  talk  about  the  Love 
Canal  and  about  the  tremendous  cost  of  remediating  that  area. 
NOAA  can  talk  about  the  costs  of  environmental  degradation  and 
reducing  the  productivity  and  the  safety  the  United  States  fisheries 
and  other  fisheries  around  the  world. 

Health  agencies  can  go  and  talk  about  the  problems  that  are 
caused  by  pollution,  cholera  and  typhoid.  You  can  quantify  -those 
costs  into  dollar  amounts  and  you  can  show  governments,  you  can 
show  the  people,  the  citizens  of  governments  the  tremendous  drain 
that  failure  to  conduct  environmental  planning  has  on  their  econo- 
mies. 
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Once  you  have  done  that  kind  of  education,  there  are  also  needs 
for  internal  education.  I  agree  with  the  comments  of  the  previous 
two  speakers  about  the  U.S.  envirotech  industry.  I  have  had  an  op- 
portunity to  see  them.  It  is  run  by  technicians,  it  is  run  by  engi- 
neers, and  they  tend  to  look  inward  to  the  United  States  market 
and  they  don't  see  the  entire  world  and  the  tremendous  opportuni- 
ty that  exists  outside  of  this  country.  And  there  needs  to  be  effort 
focused  on  it,  educating  U.S.  small  to  medium-sized  companies 
about  the  opportunity  so  that  they  can  have  the  opportunity  to 
compete  in  these  markets. 

And  finally,  access.  Access.  A  good  salesman  knows  that  half  of 
the  sale  is  getting  in  the  door.  The  United  States  Government, 
through  the  Commerce  Department,  through  ITA,  through  the 
State  Department,  can  ensure  that — and  can  assist  in  seeing  that 
appropriate  government  officials  attend  trade  seminars  so  that 
U.S.  businessmen  have  the  opportunity  to  present  their  goods  to 
people  that  in  fact  want  to  purchase  them. 

We  conducted  a  pilot  program  in  the  Commerce  Department 
where  we  in  fact  ran  a  seminar  in  Turkey,  and  in  Turkey  what  we 
did  was  we  brought  the  EPA  and  NOAA  to  talk  about  the  cost  of 
the  problem,  the  Export-Import  Bank  came  in  and  talked  about  the 
ability  to  finance  projects  and  how  they  could  do  that.  The  State 
Department  and  ITA  ensured  that  appropriate  government  offi- 
cials, municipal  officials  were  there,  had  the  capacity  to  purchase 
equipment. 

Then  the  U.S.  industry  got  to  listen  to  their  problems,  and  then 
they  the  next  day  came  in  and  presented  their  potential  solutions 
to  the  variety  of  problems  Turkey  is  facing.  And  Turkey  is  repre- 
sentative of  a  larger  market  of  developing  nations  that  are  just  be- 
ginning to  waken  to  the  tremendous  need  that  they  have,  and  U.S. 
industry  can  fulfill  that  need. 

I  thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Campbell  can  be  found  at  the 
end  of  the  hearing.] 

Mr.  Studds.  Thank  you  very  much. 

Next,  Ms.  Hilary  French  from  the  Worldwatch  Institute  here. 

Ms.  French. 

STATEMENT  OF  HILARY  FRENCH 

Ms.  French.  Thank  you  very  much,  Mr.  Chairman,  and  Mem- 
bers of  the  committee  for  inviting  me  to  testify  here  this  morning. 

I  have  recently  authored  a  chapter  in  the  WorldWatch's  and  the 
State  of  the  World  Report  that  looks  at  the  interrelationships  be- 
tween world  trade  and  the  environment,  and  I  am  now  expanding 
this  chapter  into  a  free-standing  study  on  this  subject  next  month. 

Much  of  the  focus  on  the  environmental  community  has  been  on 
some  of  the  dangers  posed  by  the  trend  toward  expanding  world 
trade  and  through  the  expansion  of  trade  agreements,  such  as  the 
NAFTA  and  the  Uruguay  Round  of  GATT. 

My  chapter  covers  these  threats  and  I  think  there  are  many  we 
need  to  be  very  concerned  about.  But  I  also  tried  to  look  at  some  of 
the  opportunities  posed  by  trade  for  environmental  protection 
around  the  world.  And  clearly,  one  of  the  greatest  environmental 
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benefits  posed  by  freer  trade  is  its  potential  to  help  distribute  ad- 
vanced environmental  technologies  worldwide. 

I  believe  your  proposed  national  program  to  advance  these  tech- 
nologies and  the  export  of  them  could  be  an  important  step  toward 
this  goal. 

I  would  like  to  point  to  a  few  examples  of  cases  where  environ- 
mental technologies  are  contributing  to  improving  the  quality  of 
life  for  people  around  the  world.  For  example,  villagers  in  the  Do- 
minican Republic  are  using  photovoltaic  cells  shipped  in  from  the 
United  States  to  light  their  homes. 

Here  in  the  United  States,  many  of  the  improvements  in  fuel  ef- 
ficiency that  we  saw  in  the  1970's  in  our  automobile  fleet  were 
spurred  in  no  small  measure  by  competition  from  the  Japanese. 

So  these  are  some  of  the  kinds  of  benefits  I  think  we  can  look  to 
from  trade.  But  I  think  we  need  to  be  explicit  when  we  think  about 
trade  and  trade  agreements  in  trying  to,  while  discouraging  the  en- 
vironmentally harmful  effects  of  trade,  encouraging  the  benefits. 

We  have  heard  already  this  morning  about  the  size  of  the 
market  for  environmental  technologies  around  the  world  and  the 
fact  that  it  is  expanding  very  quickly,  and  that  exports  are  an  im- 
portant component  of  this  expanding  market. 

I  would  like  to  agree  with  some  of  the  comments  made  earlier, 
that  we  need  to  use  as  broad  a  definition  as  possible  of  environ- 
mental industries,  because  clearly  we  are  talking  about  much  more 
than  simply  pollution  control.  We  need  to  be  talking  about  pollu- 
tion prevention  more  widely,  and  indeed  redesigning  many  differ- 
ent facets  of  the  economy,  from  transportation  to  energy  and  so 
forth,  toward  sustainable  technologies. 

So  I  have  given  in  my  written  testimony  examples  of  cases  where 
renewable  energy  technologies  have  been  successfully  exported, 
from  wind  turbines  to  photovoltaics.  As  we  think  about  what  this 
national  program  will  include,  we  do  need  to  make  sure  that  we 
define  its  parameters  rather  broadly. 

Foreign  investment  also  offers,  of  course,  gains  in  this  area,  and 
again,  in  the  debate  over  trade  and  the  environment  we  focus  quite 
a  bit  on  the  potential  for  negative  effects,  such  as  pollution  havens 
along  the  Maquiladora  zone  and  so  on. 

I  try  to  point  to  some  of  the  positive  effects  as  well.  To  give  one 
example,  General  Electric  has  recently  entered  into  a  joint  venture 
with  the  Tungstrum  Corporation  to  create  energy-efficient  light 
bulbs  in  Hungary.  We  need  to  think  about  how  we  can  provide  in- 
centives for  a  green  investment. 

Services  is  another  area  of  potential  growth  in  environmental  in- 
dustries, from  engineering  firms  to  consulting  firms  and  so  forth. 
And  indeed,  the  NAFTA  as  well  as  the  latest  Uruguay  Round  do 
include  environmental  industries  in  their  provisions  on  services. 

Finally,  I  would  just  like  to  comment  a  little  bit  on  the  proposal 
within  the  context  of  the  national  program  that  you  outlined,  to 
consider  including  provisions  to  promote  environmental  technology 
transfer  within  the  context  of  a  side  agreement  to  the  NAFTA.  I 
definitely  think  this  is  an  idea  worth  considering. 

In  some  measure,  it  would  go  quite  well  with  a  proposal  by  Sena- 
tor Baucus  to  include  an  environmental  consulting  function  within 
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the  mandate  of  the  proposed  North  American  Commission  on  the 
Environment. 

It  is  clear  that  as  Mexico  tries  to  meet  its  stepped  up  environ- 
mental obligations  under  the  NAFTA  and  under  the  side  agree- 
ments to  it,  it  is  going  to  need  quite  a  bit  of  assistance,  both  finan- 
cially and  technologically. 

In  summary,  it  is  important  to  remember  that  trade  must 
become  a  vehicle  for  promoting  the  products  and  technologies  that 
are  going  to  help  ensure  ecological  health  rather  than  those  that 
undermine  prospects  for  an  environmentally  secure  future.  I  be- 
lieve that  the  national  program  that  you  have  proposed  could  be  an 
important  tool  for  doing  this. 

Thank  you. 

[The  prepared  statement  of  Ms.  French  can  be  found  at  the  end 
of  the  hearing.] 

Mr.  Studds.  Thank  you. 

Mr.  Eder,  Vice  President  for  Public  Affairs,  Oregon  Graduate  In- 
stitute of  Science  and  Technology. 

STATEMENT  OF  NORMAN  R.  EDER 

Mr.  Eder.  Thank  you.  Mr.  Chairman,  Members  of  the  committee, 
it  is  a  pleasure  to  be  here  today. 

Today  you  have  heard  a  lot  from  my  new  colleagues  on  the  panel 
about  the  promise  of  environmental  technology,  both  as  a  domestic 
and  as  an  export  industry.  No  pun  intended,  but  it  is  clearly  a 
market  that  you  may  not  be  able  to  quantify,  but  you  can  see  it 
and  smell  it  readily  around  the  world. 

Sorry  about  that. 

What  I  would  like  to  do — I  guess  it  is  appropriate  is  that  I  am 
the  final  speaker — what  I  would  like  to  do  is  talk  about  an  infra- 
structure question  that  has  only  been  discussed  indirectly  today  by 
the  panel,  and  that  is  the  development  of  strong  research,  develop- 
ment training,  and  information  infrastructure  to  support  the 
growth  of  the  industry  on  the  world  stage. 

Let  me  begin  with  a  quick  definition.  The  environmental  technol- 
ogy business  is  built  upon  knowledge  and  its  innovative  use.  In 
many  cases  it  represents  one  of  the  best  examples  of  a  buzz  word  of 
the  1970's,  an  information  age  industry. 

When  you  think  of  environmental  technology,  don't  just  think  of 
bulldozers,  electronic  gadgets,  waste  treatment  plants.  It  is  all  of 
these  things  but  it  is  also  a  lot  more.  It  is  planning,  it  is  develop- 
ment of  testing,  monitoring  and  remediation  strategies,  it  is  metal- 
lurgy, high-performance  computing,  advanced  manufacturing  tech- 
niques, biotechnology,  education  and  training,  and  a  whole  lot 
more.  I  even  regret  to  say  it  is  lawyers  and  public  policy  experts. 

All  of  these  elements  in  our  economy,  in  our  society,  are  playing 
a  role  and  have  a  role  to  play  in  the  growth  and  development  of 
the  biotechnology  industry.  It  is  both  big  business  and  one-person 
consulting  shops. 

Oregon  is  a  leader  in  the  development  of  this  industry.  Today  the 
members  of  the  Oregon  Environmental  Technology  Association — 
Mr.  Gene  Davis  is  in  the  audience  somewhere,  he  is  a  board 
member — represent  over  a  hundred  Oregon-based  companies,  and 
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accounts  for  2.8  percent  of  Oregon's  gross  State  product.  Nationally 
the  number  is  estimated  to  be  2  to  1  percent. 

Oregon  companies  are  very  export  minded,  and  the  industry  is 
deeply  involved  in  Oregon's  efforts  to  develop  specific  markets  for 
products  and  services. 

My  own  institution  has  played  a  strong  role  in  developing  the 
knowledge  base  infrastructure  that  is  so  critical  to  the  growth  of 
this  young  industry.  Through  our  concentration  on  applied  science 
and  problem  solving,  OGI,  which  is  a  private  graduate  university 
in  the  sciences  and  technology,  is  engaged  in  a  large  number  of  re- 
search and  development  projects  that  are  helping  the  industry  to 
succeed,  not  only  in  Oregon  but  around  the  world. 

OGI  is  also  turning  out  multi-disciplinary  engineers  and  environ- 
mental science  professionals  who  are  taking  the  latest  in  field  tech- 
niques in  scientific  assessment  with  them  when  they  enter  the  en- 
vironmental technology  work  force. 

We  are  very  pleased  the  committee  is  giving  consideration  to 
strengthening  this  infrastructure,  in  which  we  believe  we  play  a 
small  but  substantial  role,  through  the  creation  of  a  network  of  re- 
gional environmental  technology  centers.  I  would  like  to  offer  just 
a  short  list  and  by  no  means  complete  of  things  that  these  new  cen- 
ters could  and  perhaps  ought  to  do. 

The  centers  should  emphasize  hands-on  activities,  not  ivory 
tower  research — something  very  difficult  for  a  university  person  to 
say.  Their  staffs  should  be  mandated  to  provide  information  about 
available  technologies,  services,  techniques,  and  assist  firms  who 
master  these  in  the  identification  and  development  of  foreign  mar- 
kets for  their  products  and  services,  and  also  domestic  markets. 

The  centers  should  be  the  home  to  joint  technology  development 
and  testing  programs  that  cross  engineering  and  disciplinary 
boundaries.  The  centers  should  be  established  on  a  regional  basis  to 
respond  to  regional  needs,  but  be  administratively  coordinated  and 
linked  electronically  to  each  other  so  as  to  serve  as  a  combined  na- 
tional resource. 

I  believe  university-based  scientists  should  have  a  role  in  these 
centers  and  funds  should  be  made  available  for  their  involvement 
and  integration. 

A  unique  feature  of  the  centers  ought  to  be  a  service  and  tech- 
nology certification  program.  There  is  a  lot  of  snake  oil  out  in  the 
environmental  business  these  days.  And  the  value  of  this  third- 
party  certification  program  will  be  a  revenue-generating  service  for 
the  centers  that  would  be  paid  for  by  industry,  much  as  in  other 
industries.  But  it  would  also  serve  the  long-term  interests  of  the  in- 
dustry as  it  seeks  to  develop  new  markets  for  its  services. 

We  are  confident  that  such  a  model  would  both  be  practical  and 
successful,  and  I  think  our  own  experience  at  OGI  bears  this  out. 
Five  years  ago,  Oregon  began  a  course  for  the  development  of  this 
industry.  OGI  took  that  role  on  as  an  academic  institution.  We 
have  developed  a  number  of  projects  around  the  development  of 
the  industry  that  have  been  quite  successful,  and  I  have  mentioned 
these  in  my  written  testimony  and  would  be  happy  to  comment  on 
them  later. 

Thank  you. 
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[The  prepared  statement  of  Mr.  Eder  can  be  found  at  the  end  of 
the  hearing.] 

Mr.  Studds.  Thank  you. 

We  thank  you  all. 

Let  me  just  observe  the  lights  will  apply  to  the  Members  as  well. 
We  will  have  several  rounds  of  light. 

Let  me  start  with  a  general  question  to  you  all.  It  is  very  clear 
that  we  have  a  worldwide  problem  that  cries  out  for  solution.  It  is 
equally  clear  that  to  a  large  extent  the  means  of  responding  to  that 
problem  exist  within  our  own  borders. 

To  the  extent  we  do  that  we  accomplish  two  major  goals.  We 
make  this  a  better  planet  for  all  of  us,  and  we  encourage  the  devel- 
opment of  profitable  enterprises. 

It  is  very  clear  also  that  the  new  President,  and  particularly  the 
new  Vice  President,  are  very  well  aware  of  this,  have  talked  about 
it  on  numerous  occasions,  and  intend  to  seize  the  initiative  to  try  to 
deal  with  both  problems  simultaneously.  It  is  a  theme  of  what  they 
both  have  to  say. 

I  have  recognized  earlier  that  most  of  the  principals  in  the  Cabi- 
net are  not  yet  in  place.  It  is  difficult  to  produce  a  full-blown  ad- 
ministration policy.  We  don't  anticipate  that  yet.  But  the  question 
before  us  now,  in  cooperation  with  the  administration  as  its  person- 
nel fills  in,  is,  What  is  the  proper  role  of  the  Federal  Government 
in  this  whole  process? 

The  mind  boggles  at  the  list  of  agencies  that  already  allegedly 
are  doing  something  to  help.  Working  groups,  God  knows  how 
many  of  what  kind  and  how  many  departments  and  agencies  have 
within  their  general  marching  orders  the  requirement  to  assist  in 
the  export  of  American  businesses.  Obviously  we  are  not  doing  it 
exactly  as  we  could. 

Equally  obviously,  from  what  we  have  heard,  the  other  nations, 
particularly  I  gather  the  Japanese  and  the  Germans,  may  well  be 
ahead  of  us  in  recognizing  and  beginning  the  initial  steps  to  seize 
the  moment  for  their  own  industries. 

The  question  obviously  is,  What  should  we  do?  And  this  being  a 
legislative  body,  what  if  anything  is  necessary  by  way  of  Federal 
legislation?  Should  the  role  of  the  government  be  that  of  a  cata- 
lyst? Should  there  be  some  kind  of  a  partnership  here?  Do  we  need 
new  institutions,  whether  within  existing  agencies  or  outside  them? 
And  what  is  the  role  of  the  government? 

What — given  the  array  of  experience  and  background  that  you 
bring  to  bear,  all  of  you — what  should  this  committee  be  focusing 
on  next  as  we  begin  to  get  our  teeth  into  the  legislative  process? 
And  you  can  go  in  any  order  you  wish. 

Mr.  Connors. 

Mr.  Connors.  Mr.  Chairman,  accompanying  the  invitation  to  tes- 
tify was  a  list  of  questions.  I  think  that  it  is  our  experience  and  as 
we  can  transmit  it  because  we  have  spoken  to  so  many  people 
around  the  country  and  in  other  parts  of  the  world.  We  were  at  the 
Earth  Summit  in  June  in  Brazil  as  well.  We  need  to  get  the  gov- 
ernment in  some  fashion  coordinated,  and  the  industry  organized 
in  a  more  effective  way  so  that  the  government  and  the  industry 
can  develop  joint  strategies  for  penetrating  the  market  opportuni- 
ties that  exist  out  there. 
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A  step  was  taken  last  year  in  the  Export  Enhancement  Act  to 
create  the  new  committee  around  environmental  exports,  and  the 
expression  of  national  policy  in  that  Act  is  very  helpful.  But  some- 
body forgot  to  put  the  industry  into  the  committee  makeup,  so  that 
the  industry  representatives  are  at  the  table.  That  will  be  a  helpful 
addition. 

It  seems  to  me  also  that  the  role  of  that  committee  should  not 
just  be  information  sharing  among  the  various  participants  from 
EPA,  U.S.  AID,  and  the  other  agencies  enumerated,  but  it  should 
be  an  active  agency  that  has  a  responsibility  to  get  something 
done,  because  that  is  what  is  needed. 

We  need  to  get  an  active  Commerce  Department  program  rolling 
in  this  area.  While  the  Export  Enhancement  Act  is  useful,  we 
think  there  ought  to  be  a  person  at  the  highest  level  in  the  Com- 
merce Department  designated  to  help  grow  this  industry. 

The  Export  Enhancement  Act,  the  support  for  the  Newly  Inde- 
pendent States,  committed,  with  your  assistance,  in  the  Freedom 
Support  Act  are  the  resources  to  create  American  business  centers 
in  certain  of  the  former  Soviet  Republics. 

We  think  that  legislation  should  be  examined,  and  the  idea  of  en- 
vironmental business  centers  that  you  incorporated  in  this  legisla- 
tion could  be  expanded  if  it  proves  successful  there  to  other  regions 
of  the  world. 

The  world  needs  what  we  have  to  offer,  and  people  in  other  coun- 
tries want  to  do  something  with  us  in  a  commercial  sense. 

Now,  I  passed  by  in  my  original  statement  one  of  my  favorite 
ideas,  which  is  the  notion  that  in  the  United  States  there  are  ex- 
traordinary numbers  of  experienced  environmental  professionals 
who  I  think  would  love  to  have  the  opportunity  to  be  of  service  in 
other  nations  of  the  world  in  much  the  fashion  that  Peace  Corps 
volunteers  are. 

I  don't  have  in  mind  Peace  Corps  service — like  my  son  and 
daughter-in-law  serve  in  Kenya  at  the  village  level  making  sure 
there  is  water  or  wastewater  facilities.  I  have  in  mind  experienced 
professionals  that  can  be  of  assistance  at  a  pretty  high  level  in  gov- 
ernment or  industry  or  more  governmental  organizations. 

Maybe  this  could  be  done  by  the  Peace  Corps  or  by  a  nonprofit 
organization.  There  are  a  lot  of  talented  people  in  America  looking 
for  opportunities  to  be  of  service  in  this  era  because  people  realize 
the  planet  has  a  serious  environmental  problem.  And  we  have  got 
the  skills  and  knowledge  to  be  of  service. 

Mr.  Studds.  I  have  no  more  time  to  ask  questions  but  you  cer- 
tainly have  time  to  respond  to  that. 

Mr.  Campbell. 

Mr.  Campbell.  Mr.  Chairman,  while  we  were  in  Turkey  running 
this  pilot  project,  we  had  an  unusual  thing  happen.  We  had  a 
young  lady  address  the  group.  She  was  the  Turkish  equivalent  of  a 
Girl  Scout.  Previous  to  that  time,  we  had  had  some  trouble  with 
the  Turkish  industry  recognizing  they  had  a  problem. 

She  was  all  of  10  or  12  years  old,  and  she  addressed  the  whole 
group,  and  she  said,  "I  can't  go  swimming  in  the  Bay  of  Izmit  out 
in  front  of  this  hotel.  I  can  hardly  walk  by  it  because  the  odor  is  so 
strong.  When  are  you  going  to  do  something  about  it?  What  are  the 
programs?" 
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And  she  actually  had  gone  to  the  university  to  prepare  her  talk, 
and  she  said,  "This  is  what  you  can  do,  this  is  what  you  can  do, 
and  this  is  what  you  can  do  to  change  the  whole  tenor  of  the  con- 
ference." We  had  a  more  receptive  audience  after  that. 

I  think  when  you  talk  about  it  being  a  $300  million  industry — 
billion  dollar  industry,  it  is  going  to  be  much  larger  than  that,  be- 
cause there  is  an  awakening  happening  in  the  developing  nations, 
the  same  thing  as  we  had  an  awakening  happen  in  the  late  1960's 
in  this  country.  And  that  market  is  going  to  grow. 

You  have  talked  about  essentially  an  environmental  Peace 
Corps.  One  of  the  things  they  can  do  is  work  on  education,  helping 
people  to  understand  the  projects  that  they  can  engage  in  on  a 
small  scale  as  well  as  a  large  scale  to  improve  their  local  environ- 
ments, educating  children,  raising  awareness.  A  lot  of  work  can  be 
done  in  coordination  with  environmental  groups. 

Why  is  this  good  business?  The  reason  it  is  good  business  is  be- 
cause frankly  we  have  a  product  we  want  to  sell.  We  want  to  not 
only  develop  that  product,  but  we  want  to  also  develop  the  market. 
And  it  is  one  of  those  great  situations  where  developing  the  market 
is  good  for  the  world. 

It  has  another  benefit  for  U.S.  companies  trying  to  compete 
internationally.  It  balances  the  tables.  We  have  had  our  goods 
being  produced  with  an  environmental  surplus  on  those  goods. 

When  they  go  out  and  they  compete  against  goods  from  Turkey 
or  goods  from  Brazil  or  Chile  or  Mexico,  their  goods  are  more  com- 
petitive because  they  are  paying  the  cost  of  controlling  their  envi- 
ronmental problems.  They  will  pay  the  cost  down  the  road.  They 
will  pay  it  in  a  very  big  way.  But  in  the  short-term,  their  goods  are 
artificially  less  costly  than  our  goods,  and  our  goods  are  less  com- 
petitive. 

So  it  makes  sense  from  every  way  you  cut  it,  from  the  environ- 
ment standpoint,  from  promoting  an  important  U.S.  industry 
where  we  have  a  technological  advantage  over  the  rest  of  the 
world,  because  we  have  been  operating  under  the  most  strict  envi- 
ronmental regulations  in  the  world,  and  we  have  got  experience  on 
how  to  solve  these  problems. 

And  then  finally,  it  is  good  for  the  balance  of  trade.  It  is  good  for 
other  non-environmental  goods,  makes  them  more  competitive,  be- 
cause we  all  have  to  play  by  the  same  rules. 

Mr.  Menes.  Mr.  Chairman,  if  I  could  just  comment  briefly  on  the 
question  of  the  coordination  amongst  the  agencies,  it  is  referred  to 
in  my  written  statement,  but  take  note  of  the  Trade  Promotion  Co- 
ordinating Committee.  One  of  the  things  that  it  did  was  to  create  a 
subgroup  on  energy,  environment  and  infrastructure,  and  the  pur- 
poses of  these  subgroups  in  the  TPCC  itself,  or  one  of  the  purposes, 
is  indeed  to  increase  the  coordination  and  cooperation  and  under- 
standing among  the  different  agencies. 

I  think  particularly  in  this  area,  this  was  a  new  experience  for 
many  of  the  agencies  from  different  directions,  one  in  the  case  of 
understanding  trade  and  what  is  going  on,  but  also  from  the  point 
of  view  of  the  Commerce  Department,  especially  the  International 
Trade  Administration,  acquainting  itself  with  the  range  and  activi- 
ties of  the  industry. 
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Further,  as  I  think  you  are  aware,  the  Export  Enhancement  Act 
of  1992  mandates  a  committee  of  the  same  nature  on  the  environ- 
ment. The  new  administration  is  reviewing  how  to  best  carry  out 
this  mandate.  As  a  matter  of  fact,  it  is  looking  at  the  whole  range 
of  export  promotion  and  what  we  are  doing  in  the  national  area. 

I  think  in  the  coming  weeks  and  months  we  will  be  formulating 
a  more  comprehensive  strategy,  but  clearly  the  commitment  is  al- 
ready there,  and  some  work  has  already  started.  There  has  been 
some  very  good  cooperation  as  a  result  of  these  working  groups. 

So  I  am  optimistic  that  this  will  expand.  It  is  an  appropriate 
way,  because  the  agencies  have  different  roles  and  need  to  be  inde- 
pendent and  separate.  But  there  are  areas  where  they  come  togeth- 
er. 

The  best  way  to  do  that  is  under  this  kind  of  a  situation  where 
we  can  create  hopefully  a  coherent  strategy  and  get  the  best  out  of 
each  group. 

Thank  you. 

Mr.  Ferrier.  I  would  like  to  comment  on  what  I  feel  is  the  direct 
answer  to  your  question,  what  the  industry,  all  those  companies  al- 
ready existing,  what  will  be  the  potential  to  grow  the  revenues  and 
make  more  jobs. 

First,  information.  Clearly  they  don't  have  the  greatest  informa- 
tion about  the  opportunities.  The  Department  of  Commerce  I  think 
does  do  a  fairly  good  job.  A  lot  of  their  data  they  have  done,  their 
reports  of  people  on  the  ground,  are  available  through  the  data 
bank  that  was  mentioned,  and  we  have  accessed  those. 

We  have  called  the  people  at  the  Energy  and  Infrastructure 
Office  through  our  representatives  here.  They  are  helpful.  But  the 
whole  department  is  not  well  funded  enough  or  elevated  enough  to 
really  achieve  what  is  needed  by  the  vast  $270  billion  market  we 
are  talking  about  today. 

So  I  think  they  need  that  information.  But  to  make  that  informa- 
tion, make  it  known  that  it  is  out  there,  the  program  needs  elevat- 
ing and  coordinating.  I  think  it  is  OK  as  it  is,  but  elevated  to  a 
higher  standard,  and  have  a  noteworthy  person  or  a  very  high-level 
involvement  in  this  group. 

The  second  point  related  to  that  is  promotion.  The  industry 
needs  promotion.  The  comments  about  UNCED,  clearly  Japan  had 
hundreds  of  companies  there  and  government  was  paying  for  them. 
The  U.S.  just  left  it  up  to  their  individual  people,  basically,  to  go 
down  there,  and  we  had  a  few  small  companies  with  their  little 
booths. 

I  think  the  government  can  help  by  promoting  the  U.S.  compa- 
nies at  the  various  world  events,  whether  they  are  industry  trade 
shows,  whether  they  are  international  environmental  conferences 
and  so  forth,  the  government  needs  to  play  a  lead  role  and  there  is 
tremendous  potential  politically  as  well  for  the  U.S.  and  the  inter- 
national atmosphere  to  gain  political  capital  by  leading  the  exam- 
ple in  cleaning  up  the  messes  of  the  past. 

The  third,  more  esoteric  thing  the  industry  needs  is  technology 
permitting  reform  here  in  the  United  States.  I  will  cite  an  example 
before  I  tell  what  you  I  think  needs  to  be  done. 

A  client  of  ours  is  a  remediation  company;  they  clean  up  toxic 
waste  sites.  They  license  technology  out  of  a  laboratory,  which  is  a 
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fixation  technology  for  mixed  waste,  low-level  radioactive  waste. 
They  couldn't  get  approval  for  testing  it  anywhere  in  the  United 
States.  They  tried  for  over  six  months.  But  they  did  get — the  gov- 
ernment of  Germany  was  interested  in  having  them  test  the  tech- 
nology. 

So  the  government  of  Germany  fully  funded  their  test,  brought 
the  technology,  developed  by  a  national  lab  in  the  U.S.,  over  to  be 
tested  in  Germany.  Now  they  are  going  to  import  it  with  the  help 
of  the  German  government  back  into  the  U.S.  market  next  year. 

It  is  an  illustration  of  how  our  technology  approval  process  of  en- 
vironmental solutions  can  affect  our  ability  to  meet  all  these  objec- 
tives we  are  talking  about.  So  clearly  that  needs  to  be  looked  at. 
EPA,  DOE,  all  of  them  know  this  is  a  problem  and  are  doing  their 
best  to  address  it. 

So  that,  relating  to  that,  that  reform  is  very  important.  So  our 
technology  that  we  do  develop  and  build  here  in  the  domestic 
market  can  be  a  major  contributor  to  going  forward.  And  I  think 
the  industry  is  waiting  for  government  to  act  on  that  and  make 
their  development  capital  pay  off  for  them  in  future  markets. 

Mr.  Studds.  I  appreciate  that. 

I  apologize  to  Members  for  the  length  of  time  this  opening  ques- 
tion has  generated. 

Go  ahead,  but  I  want  to  give  other  Members  a  chance.  Go  ahead, 
sir. 

Mr.  Eder.  This  will  be  quick.  Over  the  last  couple  of  years  I  have 
spent  a  lot  of  time  in  the  Pacific  Rim,  specifically  Korea.  One  of 
the  things  I  have  been  very  impressed  by  with  the  embassy  in 
Korea  is  the  direct  relationship  that  that  embassy  has  developed 
with  American  firms  who  want  to  do  business  specifically  in  envi- 
ronmental technology.  But  I  think  that  is  an  exception. 

I  would  urge  this  committee  to  urge  the  administration  to  ask 
the  State  Department  to  pay  more  attention  to  this  area,  because 
we  have  two  areas  of  worldwide  reach  in  this  country.  One  is  the 
military,  and  the  other  is  the  State  Department.  It  is  too  often 
overlooked. 

Mr.  Studds.  We  will  go  to  the  gentleman  from  Maryland. 

Mr.  Gilchrest.  Thank  you,  Mr.  Chairman. 

Mr.  Ferrier,  could  you  go  into  a  little  more  detail  about  this  busi- 
ness in,  I  think  it  was  New  Jersey,  this  environmental  testing  busi- 
ness. What  were  they  going  to  test  specifically,  and  what  would  be 
needed  by  the  government  to  allow  a  little  flexibility  in  the  envi- 
ronmental regulations  so  that  they  can  proceed? 

I  guess  there  are  two  other  quick  little  thoughts.  I  think  you  said 
that  we  need  strong  environmental  regulations  to  provide  incen- 
tives to  continue  to  be  innovative  and  produce  new  technology,  but 
we  also  have  to  be  smart  in  doing  that.  And  it  seems  that  we  have 
gotten  faster  at  detecting  toxic  material  in  minuscule  forms  as  op- 
posed to  creating  the  technology  that  can  deal  with  that  sophisti- 
cated detection.  And  we  are  almost  stuck  between  a  rock  and  a 
hard  place. 

Mr.  Ferrier.  The  latter  is  a  correct  observation.  Clearly  our 
monitoring  technologies  are  beyond  the  need  of  a  lot  of  cleanup. 
How  clean  is  clean  is  a  very  important  question. 
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The  companies  I  was  talking  about  use  a  cleanup  technology  to 
stabilize  and  fix  radioactive  waste  so  it  wouldn't  cause  any  damage 
to  people  around  it.  It  was  a  technology  which  would  essentially 
encapsulate  the  radioactivity  of  a  mixed  waste  stream  and  render 
it  basically  harmless  to  the  people  around  it. 

What  usually  happens  in  remediation  technology — this  isn't  my 
definite  area  of  expertise,  but  you  can  certainly  get  opinions  on 
EPA  how  they  do  this — they  have  an  approval  process  where  tech- 
nologies have  to  be  tested  to  get  into  the  market,  to  be  accepted  as 
an  accepted  solution  for  cleaning  up  a  site  to  a  certain  standard. 

Now,  often  industry  is  driven  to  remove  all  their  liability.  That  is 
their  main  concern.  So  they  will  go  to  very  expensive  measures  of 
incinerating  or  destroying  and  trucking  waste  off-site,  whereas  a 
lot  of  the  cost-effective  technologies  are  not  getting  to  the  market 
simply  because  they  haven't  been  tested  and  approved  enough  and 
they  haven't  achieved  approval  level  from  various  agencies,  wheth- 
er they  are  State  or  Federal,  to  approve  them. 

And  what  happens,  also  in  control  technologies  as  well,  when  the 
new  technology  comes  up,  and  it  is  proposed  to  industry,  for  in- 
stance, or  a  government,  there  will  be  a  brief  feasibility  study, 
there  would  be  a  feasibility  study,  and  they  won't  implement  the 
technology.  It  often  takes  more  than  a  year  for  the  technology  to 
get  applied  to  the  solution. 

What  really  needs  to  be  done  is  streamlining  the  permitting 
process  of  new  technology.  That  is  what  the  government  needs  to 
promote. 

Is  this  a  function  of  this  very  committee?  It  might  not  be,  but  I 
think  it  is  an  important  factor  that  we  need  to  develop  our  interna- 
tional competitiveness  so  our  mechanism  internal  to  the  U.S.  envi- 
ronmental industry  supports  technology  development  which  will  be 
key  technologies  to  export  to  the  rest  of  the  world. 

Obviously  our  low-level  radioactive  technologies  are  extremely 
important  when  the  Soviet  Union  is  going  to  have  the  money  to 
clean  that  up.  It  might  not  be  until  2010  or  later.  If  we  don't  have 
the  technologies  and  the  Germans  have  practiced  those  and  im- 
proved those  ahead  of  us,  they  are  going  to  get  that  work. 

That  is  my  point  about  the  domestic  market.  If  we  make  sure  our 
solutions  are  staying  here  and  our  solutions  are  the  most  advanced, 
we  are  going  to  be  in  a  position  to  take  those  abroad.  So  as  much 
as  we  look  at  the  international  market,  we  need  to  look  at  our  own 
market  and  make  sure  our  solutions  are  really  the  best. 

Mr.  Gilchrest.  Ms.  French  and  Mr.  Connors,  you  both  spoke 
briefly  about  NAFTA,  and  you  both  spoke  briefly  about  the  dan- 
gers— Mr.  Connors,  you  are  more  positive  than  Ms.  French — the 
dangers  and  opportunities  dealing  with  Mexico  as  far  as  free  trade 
is  concerned. 

Mr.  Connors,  could  you  describe  the  major  obstacles  we  might 
have  as  far  as  Mexico  as  far  as  upgrading  their  environmental 
awareness  so  that  when  we  become,  I  suppose  somewhere  down  the 
line,  free  trading  partners,  their  regulations  will  at  least  be  similar 
to  ours? 

And  Ms.  French,  if  you  could  do  the  same  thing,  how  we  can 
overcome  those  obstacles  with  Mexico? 
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Mr.  Connors.  If  I  may,  Representative  Gilchrest,  I  think  Mexico 
has  some  really  superb  environmental  laws  on  its  books.  The  1988 
general  ecology  law  is  an  excellent  piece  of  national  legislation.  In 
that  program  of  environmental-legal  development,  there  is  a  decen- 
tralization process  underway  right  now.  The  enforcement  and  regu- 
latory activities  are  being  expanded  by  sending  much  work  out  to 
the  States  to  perform  enforcement  at  the  local  level.  There  is  a  lot 
of  information  on  the  major  commitment  the  Mexican  government 
and  industry  have  made  over  the  past  few  years  in  expanding  their 
capacity  to  implement  and  enforce  environmental  laws.  They  have 
in  my  view  good  laws  on  the  books. 

They  clearly  have  a  commitment  through  the  reorganization  of 
the  national  environmental  agency,  now  called  SEDASOL.  It  is 
within  the  very  senior  levels  of  the  national  government,  an 
agency  committed  to  the  subject,  a  new  attorney  general  for  the 
environment  in  place  and  committed  to  environmental  protection. 

The  opportunities  for  the  United  States  environmental  industry 
in  Mexico — and  that  is  just  the  beginning  of  the  opportunity,  be- 
cause much  of  the  rest  of  Latin  America  is  looking  to  us  for  help — 
is  to  assist  them  by  building  business-to-business  relationships, 
joint  ventures,  partnerships,  that  can  be  used  to  assist  industry  in 
upgrading  their  capacity  to  implement  their  environmental  laws. 

Now,  it  is  our  responsibility  and  their  government's  responsibil- 
ity to  enforce  whatever  laws  are  on  the  books.  I  believe  I  see  a  very 
strong  commitment  from  Mexico's  government  to  do  that. 

Industry  in  Mexico,  and  as  you  may  know,  in  Mexico  as  in  many 
other  Latin  American  countries,  it  is  a  requirement  that  companies 
belong  to  an  association  of  industry,  and  we  entered  into  at  the  re- 
quest of  CONCAMIN,  the  industrial  trade  association  of  Mexico,  an 
agreement  in  which  we  would  work  with  them  on  education  and 
training,  information  and  technology  transfer,  finding  joint  busi- 
ness development  opportunities  in  the  environmental  sector  so  as 
to  help  Mexico's  industry  to  improving  their  capacity,  which  they 
want  to  do,  to  comply  with  their  environmental  laws. 

We  have  had  extraordinary  success  in  that  activity  with  our  com- 
panies and  our  Latin  American  committee  connecting  to  companies 
in  Mexico. 

We  must,  it  seems  to  me,  look  at  the  positive  side  of  how  we  in 
America  can  assist  countries  in  doing  a  better  job  on  environmen- 
tal management,  by  bringing  our  companies  and  educational  insti- 
tutions to  the  table  to  be  of  such  assistance. 

There  are  lots  of  other  countries  in  the  world  where  we  can  do 
the  same  things.  We  have  projects  going  in  Eastern  Europe,  Poland 
and  in  Asia.  The  world  is  full  of  opportunities  for  us. 

Mr.  Gilchrest.  Thank  you. 

Ms.  French.  I  think  we  largely  agree  really  that  there  are  tre- 
mendous opportunities  here  and  that  the  NAFTA  is  going  to  be  a 
vehicle  that  we  can  use  in  order  to  take  advantage  of  these  oppor- 
tunities, in  order  to  seize  them. 

Clearly  Mexico  has  made  a  commitment  already  through  the 
NAFTA  process  to  the  upgrading  of  enforcement  in  particular.  Ev- 
eryone agrees  their  laws  are  pretty  good  as  they  are  written,  but 
the  problem  is  in  the  enforcement  end  of  things. 
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Now,  of  course,  this  is  part  of  a  broader  discussion,  and  I  know 
you  are  going  to  be  having  more  hearings  on  it  as  the  weeks  pro- 
ceed, but  there  is  quite  a  push  through  the  discussions  on  a  side 
agreement  to  the  NAFTA  to  ensure  that  enforcement  is  improved 
in  Mexico,  largely  for  trade  reasons,  because  it  can  be  a  trade  dis- 
advantage to  American  companies  if  enforcement  is  lax  so  that 
Mexican  companies  can  in  effect  realize  sort  of  a  hidden  subsidy 
through  environmental  damage. 

So  as  the  negotiations  proceed  over  this  side  agreement  and  over 
the  creation  of  the  North  American  environmental  commission 
that  will  be  part  of  that,  there  will  be  quite  a  bit  of  discussion 
about  harmonizing  standards  at  a  high  level  and  at  making  sure 
that  enforcement  is  pursued  in  all  countries. 

Now,  Mexico  is  going  to  need  help  if  it  is  going  to  be  able  to  meet 
both  these  higher  standards  that  may  be  developed,  as  well  as  the 
greater  commitment  to  enforcement.  And  I  think  this  is  both  a 
technological  and  a  financial  challenge. 

The  Institute  for  International  Economics  called  last  week  in  the 
study  it  released  on  NAFTA  for  the  creation  of  a  $5  billion  fund  for 
environmental  cleanup  just  along  the  border  area,  because  we  have 
committed  to,  I  think,  an  $800  million  joint  effort  with  the  Mexi- 
cans to  clean  up  the  border  area. 

The  money  hasn't  been  appropriated,  but  in  theory  we  are  com- 
mitted to  that.  But,  in  fact,  needs  are  thought  to  be  far  greater 
than  what  was  provided  for  in  that  border  plan. 

So,  clearly,  there  are  opportunities  through  these  side  agree- 
ments to  see  that  the  situation  improves,  and  indeed,  if  we  are 
going  to  be  asking  of  Mexico  dramatic  improvements  in  their  envi- 
ronmental practices,  I  think  there  is  an  obligation  incumbent  upon 
to  us  help  give  them  the  technological  resources  that  will  enable 
them  to  meet  those  commitments. 

Mr.  Studds.  We  do  have  a  hearing  on  the  10th  of  March  on  pre- 
cisely that  subject. 

The  gentlewoman  from  Oregon. 

Ms.  Furse.  Thank  you. 

I  think  this  question  is  to  Dr.  Eder  and  to  Mr.  Connors.  I  wanted 
to  find  out  what  you  think  we  should  more  effectively  connect  or 
how  we  could  more  effectively  connect  our  research  capabilities 
and  institutions  to  the  development  and  marketing  of  these  new 
technologies  for  the  environmental  technology  industry. 

How  do  we  link  those,  connect  those  better? 

Mr.  Connors.  One  of  the  best  things  I  have  heard  said  on  the 
panel  this  morning,  as  we  were  talking  about  subjects  close  to  this, 
Representative,  was  Dr.  Eder's  comment  that  his  institution  is 
action  oriented,  hands  on,  being  helpful,  and  not  some  exotic  re- 
search activity  for  an  academic  institution. 

I  think  that  is  terrific  and  exactly  on  point.  You  have  inquired 
whether  a  research  institute  or  technology  institute  might  be  orga- 
nized and  supported.  We  think  that  is  a  very  desirable  idea.  It  is 
patterned  on  the  notion  that  Dr.  Eder  has  advanced. 

There  is  an  extraordinary  body  of  knowledge  and  skill  that  re- 
poses in  our  academic  institutions.  And  if  we  can  create  those  part- 
nerships, as  we  have  created  a  partnership  with  the  State  Universi- 
ty in  Massachusetts,  through  Dr.  Michael  Hooker,  industry  and  the 
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academic  institutions  working  together  and  understanding — we 
must  understand  what  the  needs  are,  then  action-oriented,  hands 
on,  practical  activities,  such  as  we  recently  had  bringing  companies 
and  government  institutions  from  Mexico  to  America  for  training, 
that  is  how  we  can  really  be  of  great  assistance. 

We  think  that  an  institute  described  in  the  invitation  should 
engage  in  several  kinds  of  activities.  One  is  it  should  work  with 
Federal  and  State  governments  and  the  industry  to  make  sure  that 
we  have  a  fix  on  the  markets  needs  in  other  regions  of  the  world. 

Now,  the  U.S.  ASEAN  Business  Council  has  done  some  very  in- 
teresting work  that  I  believe  is  a  good  prototype.  You  must  under- 
stand the  global  need.  Once  you  understand  it,  you  must  communi- 
cate to  government  and  to  industry,  so  that  you  can  do  something 
about  it.  This  means  you  need  a  strategic  plan.  And  if  we  engage  in 
a  strategic  plan,  I  think  we  will  accomplish  great  things,  if  it  is 
hands  on,  and  practical,  and  is  followed  up. 

There  is  one  final  thing  the  institute,  a  nonprofit  organization, 
might  do.  Frankly,  sitting  at  this  table,  I  think  are  the  experts  on 
the  environmental  industry.  There  are  some  others  around  the 
country,  but  it  is  a  very  small  group  of  people  who  understand  this 
industry.  And  Grant  Ferrier  and  myself  and  a  few  others,  that  is  it. 

We  need  a  much  better  fix  on  this  industry  and  its  capabilities. 
And  we  need  for  that  purpose  to  be  sure  that  some  institute,  in  co- 
operation with  government  and  industry,  does  the  work  necessary 
to  understand  it.  And  in  particular,  we  need  to  be  sure  that  the 
various  clusters  are  supported.  Geographically  the  industry  is  lo- 
cated in  certain  places  in  the  country.  I  have  included  a  map  of  the 
industry  with  my  testimony  that  is  based  on  Grant  Ferrier's  data.  I 
am  not  sure  even  that  Grant  has  yet  seen  this.  We  need  to  be  sure 
these  clusters  are  supported,  the  government  is  engaged,  and  the 
industry  is  engaged. 

We  are  very  much  influenced  by  Professor  Michael  Porter's  anal- 
ysis of  the  competitiveness  of  nations.  He  thinks  internationally 
competitive  successes  by  industry  create  the  best  economic  opportu- 
nities. We  think  he  is  exactly  right. 

Our  studies  of  the  industry  in  the  Northeast  confirm  what  he 
says.  He  says  there  is  a  special  role  for  trade  associations  and  a 
special  role  for  government.  Our  actual  experience  and  the  experi- 
ence of  the  Oregon  Environmental  Technology  Association  directly 
confirms  his  analysis. 

We  have  an  industry  which  is  internationally  competitive  if  we 
can  get  it  organized  and  get  the  government  working  with  the  in- 
dustry. We  have,  as  I  said  before,  great  opportunities. 

Mr.  Eder.  Mr.  Chairman,  Representative  Furse,  let  me  give  you 
two  examples,  I  think,  that  address  the  question  that  was  asked. 
The  first  is  with  regard  to  the  hands-on  projects.  These  are  exam- 
ples. I  will  try  not  to  go  on  and  on,  but  they  are  two  I  am  very  fond 
of. 

The  first  is  an  example  of  a  hands-on  research  project  which  is 
going  to  pay  dividends  well  into  the  future.  Portland  has  a  closed 
landfill  that  was  used  for  75  years.  Like  all  landfills  it  was  put  in 
what  was  heretofore  thought  to  be  wasteland,  in  other  words,  areas 
where  there  is  lots  of  water  and  lots  of  wetlands.  And  that  has 
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been  closed  by  the  local  authority,  according  to  the  latest  EPA 
standards. 

Recently  we  have  signed  an  agreement  with  Metro,  which  is  the 
metropolitan  regional  government  in  the  Portland  area,  to  use  that 
site  as  a  training,  education  and  research  site  for  the  testing,  eval- 
uation and  development  of  new  monitoring  and  sensing  and  eval- 
uation technologies,  right  on  a  site  which  is  characteristic  of  thou- 
sands of  sites  around  this  country.  And  when  I  refer  to  hands-on 
research,  that  is  exactly  the  kind  of  example  that  I  would  like  to 
parade  out  as  something  that  can  be  done. 

I  have  about  eight  or  nine  faculty  members  at  several  institu- 
tions actually  working  on  that  program,  and  we  are  running  post- 
graduate education  programs,  undergraduate  education  programs, 
and  a  high  school  program  as  well. 

The  second  is  a  bit  of  entrepreneurialism,  and  that  is  that  OGI 
as  a  private  institution  recognize  the  economic  value  of  training 
and  education.  That  has  been  referred  to  a  number  of  times.  I 
really  would  like  to  underscore  that. 

Training  and  education  is  absolutely  critical  to  this  knowledge- 
based  industry.  It  is  the  element  which  is  going  to  make  the  tech- 
nology travel  overseas. 

About  a  year  ago  we  began  a  process  which  has  culminated  in 
the  signing  of  an  agreement  with  the  Korean  national  utility,  the 
Korean  Electric  Power  Research  Center — it  is  the  research  center 
of  the  national  utility — to  involve  ourselves  in  a  training  program. 
And  they  are  sending  their  environmental  engineers.  We  have  had 
one  and  we  will  have  more  coming  this  spring  to  our  campus  for  a 
five-month  training  session. 

And  we,  for  a  flat  fee,  have  offered  them  access  to  our  campus, 
and  they  take  courses  on  a  noncredit  basis,  and  do  a  whole  bunch 
of  stuff,  including  take  a  look  at  nuclear  power  plants  for  the 
region  and  generation  plants,  and  a  lot  of  things  related  to  their 
interest. 

This  has  already  generated  profits  for  OGI.  But  the  value  of  it  is 
that  the  people  we  will  have  on  our  campus  from  KEPCO  are  going 
to  go  back  to  their  research  center,  and  when  they  encounter  a 
problem  they  have  to  deal  with,  they  are  going  to  come  back  to 
OGI,  they  are  going  to  come  back  to  the  technology  we  showed 
them,  and  that  is  going  to — that  is  literally  an  export  industry  that 
we  see  that  we  are  engaged  in. 

Mr.  Studds.  The  gentleman  from  California. 

Mr.  Cunningham.  Thank  you,  Mr.  Chairman. 

I  apologize  to  the  panel  that  I  have  to  leave.  In  my  long  quest  to 
become  an  environmentalist,  I  got  an  emergency  note  here  that 
says,  "The  trees  did  not  arrive."  My  wife  is  a  principal,  and  instead 
of  trying  to  have  a  green  day,  we  are  trying  to  make  all  of  our 
schools  have  a  green  day  by  planting  trees.  And  the  trees  didn't 
arrive.  They  did  arrive  as  I  was  on  the  phone.  But  we  are  making 
small  gains. 

As  I  have  been  sitting  here,  I  am  also  on  the  Armed  Services 
Committee  and  most  of  my  life  I  spent  in  the  United  States  Navy, 
but  I  was  thinking  on  how  this  panel  is  working  with  the  Chair- 
man, and  we  can  help  you  disseminate  some  of  the  information. 
You  said  that  is  a  big  problem. 
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For  example,  in  the  military,  we  have  programs  going  on  right 
now  for  environmental  cleanup.  The  Navy  is  a  representative  all 
over  the  world  of  the  United  States.  And  what  made  me  think  is 
that  I  had  a  Navy  captain — and  I  would  like  to  pass  it  over  to  Mr. 
Ferrier,  that  did  the  Long  Beach  oil  cleanup — he  found  a  microor- 
ganism that  ate  the  oil.  We  tried  to  get  those  on  Navy  ships  so  if 
they  had  an  oil  spill  they  would  have  it  right  on  the  scene. 

Why  couldn't  we  have  the  Navy,  as  representatives  in  ports  in 
Korea,  Japan,  wherever  we  go,  we  are  always  looking  for  ways  in 
which  to  coordinate  with  the  host  country,  but  we  could  set  up  an 
environmental  program  with  that  host  country,  and  that  would 
help  you  I  think  also  disseminate  the  information. 

Second,  on  the  ship  systems  within  the  Navy  itself,  on  nuclear 
systems,  we  have  operated  nuclear  carriers  and  submarines  for  a 
long  time.  Those  safety  devices  for  other  countries  that  are  just  get- 
ting started  with  nuclear  power,  it  makes  me  think  there  is  an- 
other area  we  could  benefit  and  work  with  your  interests. 

The  officer  training  programs,  we  have  a  leadership  and  manage- 
ment school.  Why  can't  we  in  the  services,  not  just  the  Navy,  in 
our  leadership  and  management  programs,  Mr.  Chairman,  have  a 
program  that  deals  with  the  environment? 

And  I  say  that  because  I  was  a  pilot  for  20  years.  We  have  set  up 
a  program  where  we  have  a  lake  where  kids  were  swimming  in  hy- 
draulic fluid  and  oil,  that  is  running  into  the  lake,  but  that  has 
now  been  converted.  The  pools  now  have  shrimp;  we  have  set  up 
classes  for  kids.  Every  sailor  that  comes  through  there  is  getting  a 
lecture  on  how  to  save  the  planet. 

I  think  there  could  be  a  joint  task  force.  I  would  be  more  than 
happy  to  work  with  you  on  something  like  that. 

Mr.  Ferrier.  I  think  your  point  is  very  well  taken.  It  brings  to 
mind  a  possible  opportunity  for  combining  Navy  projects  with  the 
concept  of  having  environmental  business  centers  worldwide.  That 
is  obviously  one  of  the  things  I  think  about  in  terms  of  promotion. 

You  need  to  have  centers  demonstrating  U.S.  environmental  so- 
lutions. You  used  the  example  of  bioremediation,  which  is  a  very 
fine  way  of  cleaning  up  a  lot  of  the  Navy  type  waste.  A  lot  of  them 
are  fuel  spills  where  they  have  got  carbon  type  waste.  Bioremedia- 
tion is  a  very  safe  way  of  treating  that.  It  takes  a  couple  of  years 
but  it  costs  a  tenth  as  much  as  digging  it  up  with  tractors  and 
taking  it  off  and  incinerating  it. 

I  think  what  you  bring  up,  which  is  a  very  good  strategy,  might 
be  to  use  DOD  facilities  around  the  world,  Navy,  Air  Force,  so 
forth.  Some  of  those  can  be  informative  environmental  technology 
demonstration  programs.  In  other  words,  a  cleanup  could  be  a  bior- 
emediation demonstration  project  where  three  developing  compa- 
nies in  the  area  could  participate. 

Mr.  Cunningham.  I  am  just  thinking  of  ways 

Mr.  Ferrier.  The  infrastructure  is  there  already.  You  have  got 
the  personnel  there  who  could  cooperate  with  industry  to  make 
that  effort. 

Mr.  Connors.  Mr.  Representative,  we  are 

Mr.  Cunningham.  Just  Duke.  Duke  Cunningham. 

Mr.  Connors.  We  are  keenly  interested  in  the  idea  of  establish- 
ing environmental  business  sectors  in  various  key  markets  in  the 
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world.  That  is  why  the  Freedom  Support  Act  amendments  that  the 
Chairman  supported  last  year  are  so  important  and  so  significant. 

It  seems  to  me  it  would  be  a  terrific  idea.  If  facilities  are  avail- 
able that  are  appropriately  located  in  the  markets  that  are  now 
military  facilities — such  centers  could  be  established  there. 

I  have  a  major  caution  about  such  centers.  They  have  got  to  be 
staffed  by  people  who  know  what  the  environmental  industry  is. 
You  can't  have  them  staffed  by  people  who  are,  you  know,  not  ex- 
perienced or  knowledgeable. 

Mr.  Cunningham.  I  would  agree  with  that.  We  would  ask  for  aid 
in  that. 

Mr.  Connors.  You  have  to  have  people  who  understand  impor- 
tant segments  of  the  industry  and  the  technology  and  have  con- 
tacts in  the  field. 

Mr.  Cunningham.  Mr.  Chairman,  we  did  that.  We  had  members 
of  the  Sierra  Club  and  the  environmental  organizations  come  in. 
See,  I  did  work  with  the  Sierra  Club,  Mr.  Chairman. 

Mr.  Connors.  It  is  important  to  get  the  business  experience 
brought  to  bear.  We  have  experienced  nautical,  and  maritime  acad- 
emy also  working  on  export  promotion.  We  have  a  vessel;  they  do  a 
training  mission  every  year.  They  went  to  Mexico  and  we  had  a 
series  of  environmental  business  conferences  and  seminars  in  con- 
nection with  that  visit  in  Mexico.  They  were  very  successful. 

Why  don't  we  take  those  maritime  vessels  and  turn  them  consist- 
ently around  the  country  into  export  development  facilities.  There 
are  other  maritime  vessels  that  could  also  be  used  for  that  purpose 
around  the  country.. 

Mr.  Cunningham.  In  the  interest  of  time,  for  the  whole  commit- 
tee, let  me  cover  a  couple  of  other  points  and  I  will  be  real  brief. 

I  see  especially  in  California,  the  biotech  industry — I  think  when 
we  are  looking  to  serve  as  a  model  for  other  countries,  we  have 
things  that  will  stop  us.  The  Mojave  Desert  program  where  they 
deal  with  nuclear  energy,  they  need  disposal  of  that.  Those  are 
things  I  think  we  have  got  to  work  together  on  if  we  have  an  indus- 
try that  is  going  to  help  us,  but  we  are  still  preventing  it,  and  I 
would  ask  help  on  that  thing. 

Whereas,  also  in  San  Diego,  another  area  I  can  think  of  where 
we  are  being  limited — I  am  sure  Mr.  Ferrier  is  associated — were 
the  sewage  problem  we  have,  EPA  says  we  have  to  begin  secondary 
sewage  treatment,  but  yet  the  Sierra  Club  said  we  don't  need  that 
because  it  is  going  into  the  ocean.  These  are  stop  gaps.  Maybe  we 
can  set  up  and  prevent  some  of  our  own  barriers  and  at  the  same 
time  help  overseas. 

With  that,  the  problem  of  Mexico,  my  old  district  bordered 
Mexico,  and  the  Tijuana  River.  We  couldn't  even  stop  the  flow  of 
the  water  coming  down  the  Tijuana  River  because  we  had  endan- 
gered species  and  we  didn't  want  to  build  a  water  storage  area. 

I  had  to  work  with  Mr.  Gunaji  of  the  IBWC  to  where  we  redivert- 
ed  that,  which  the  Sierra  Club  did  not  know  about,  and  we  went 
around  them  to  do  that.  But  in  the  long  run,  we  were  able  to  clean 
that  up. 

And  I  know  the  sewage  plant,  where  you  are  talking  about,  the 
joint  partnership  with  Mexico  and  ourselves,  we  are  building  a  sec- 
ondary sewage  plant  down  there  for  that. 
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Those  are  things  we  can  do.  I  think  when  you  are  working  with 
Mexico — I  have  met  with  President  Salinas.  They  do  have  good 
laws  on  the  books  but  they  don't  enforce  them.  But  they  have 
moved  I  think  in  this  last  year  faster  than  they  ever  have  before. 
They  are  not  shipping  to  the  United  States  pesticides  that  we  don't 
approve.  And  we  have  a  lot  of  produce,  the  oil  plants,  they  have 
tried  to  clean  those  things  up,  the  Maquiladoras,  all  of  those  are 
areas  we  can  work  in. 

But  I  think  there  is  a  lot  of  room  in  which  this  committee  and 
yourselves  and  your  industry  could  work  together.  And  I  would 
like  to  take  part  in  it. 

I  would  thank  you  for  your  testimony. 

Mr.  Studds.  I  thank  the  gentleman. 

The  long-suffering  gentlewoman  from  California. 

Ms.  Eshoo.  Did  you  say  gentlewoman? 

Mr.  Studds.  It  is  just  a  convention. 

Ms.  Eshoo.  Thank  you,  Mr.  Chairman. 

I  don't  think  there  is  any  doubt  in  anyone's  mind  here  that  the 
opportunities  are  endless,  absolutely  endless.  It  is  how  we  are  going 
to  seize  them  and  make  them  work.  And  you  have  provided  such 
outstanding  testimony  and  touched  on  so  many  of  these  things. 
And  since  I  am  last,  I  am  going  to  try  to  take  into  consideration 
the  questions  that  have  already  been  asked,  and  the  answers  that 
have  already  been  provided. 

One  of  the  key  environmental  technologies  is  the  equipment  that 
measures.  And  we  have  that  within  our  capability  already.  There 
isn't  any  question  about  that. 

I  mean,  if  you  can't  monitor  the  cleanup,  you  don't  know  how 
well  you  are  doing  at  repairing  the  environment.  But  we  know  we 
have  the  tools  that  measure,  and  this  kind  of  equipment  is  not  all 
that  expensive.  The  companies  that  manufacture  it  make  quite  a 
few  relatively  small  sales. 

I  am  interested  in  the  smaller  companies  that  do  this.  It  fits  with 
the  President's  economic  package,  the  tax  policies,  because  we  need 
to  link  all  of  these  things  together.  They  are  not  separate  things. 
Even  though  this  is  Merchant  Marine  and  Fisheries,  those  policies 
have  direct  linkage  to  what  we  are  doing  here  as  well. 

These  companies,  as  I  understand  it,  run  into  problems  when 
they  approach  the  Export-Import  Bank.  As  I  understand  it,  they 
are  willing  to  do  the  loans  for  the  much  larger  sales  rather  than 
the  much  smaller  ones.  I  think  we  need  to  be  able  to  get  our  act 
together  here  so  that  we  can  indeed  produce  the  kinds  of  things 
that  you  are  talking  about  abroad,  wherever  that  is. 

How  can  we  address  this  problem?  Do  you  have  any  ideas  about 
it?  Do  you  think  that  I  am  on  target  with  what  I  am  saying?  Do 
you  think  it  is  incorrect?  If  it  is,  say  so.  If  you  think  it  is  correct, 
how  can  we  get  at  it?  Whoever  would  like  to  take  it. 

Mr.  Menes.  Let  me  address  in  particular  the  last  element  of  your 
comment  regarding  export  financing.  This  is  a  competitive  sector. 
We  don't  see  it  so  much  in  our  trade  statistics  environment  as  we 
do  in  measuring,  controlling  instruments,  in  terms  of  trade  and 
standard  industrial  classifications,  it  shows  up  in  other  places. 

Ms.  Eshoo.  Can  I  just  stop  you  there?  I  don't  understand  what 
you  just  said,  what  you  meant. 
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Mr.  Menes.  Statistically  it  gets  labeled.  For  example,  a  lot  of 
that  is  under  the  general  category  of  SIC,  Standard  Industrial  Clas- 
sifications, 38,  which  is  scientific,  measuring  equipment,  but  all 
kinds  of  things  are  mixed  in  there  together,  things  that  control 
manufacturing  devices,  things  that  measure. 

And  when  you  collect  trade  statistics  at  the  border,  you  can't  dif- 
ferentiate between  what  the  end  use  of  these  objects  are.  That  is 
why  we  don't  have  very  developed  data  on  this  area. 

If  you  look  at  our  industrial  outlook  that  we  publish  every  year, 
we  have  a  chapter  on  the  environment,  but  there  is  no  data  in  it.  It 
is  not  because  we  don't  want  to  put  any  in  there,  but  when  we  go 
to  the  Census  Bureau  they  can't  produce  it.  It  is  a  long,  complicat- 
ed problem. 

But  in  any  case  I  think  we  have  long  recognized  at  the  Com- 
merce Department  that  financing  is  a  major  impediment  for  the 
small  and  medium-sized  firms.  We  have  had  long-standing  discus- 
sions. There  has  been  quite  a  bit  in  this  area  with  regard  to  export 
finance  and  also  the  TPCC  I  mentioned  earlier. 

Of  course,  one  thing  to  keep  in  mind,  the  Export  Import  Bank  is 
not  designed  to  make  small  loans  of  a  short  duration.  They  basical- 
ly provide  guarantees  in  this  area. 

Part  of  the  problem  is  the  banking  industry  in  general  in  the 
United  States  that  has  been  less  active  in  the  international  trade 
area,  because  they  find  it  is  more  profitable  to  do  other  things  like 
credit  cards. 

It  is  a  complicated  solution  involving  both  having  the  guaran- 
tees, which  the  banks  need,  but  then  the  institutions  willing  to 
make  the  loans.  There  are  a  variety  of  things  that  have  been 
worked  on,  and  I  think  this  will  probably  receive  a  lot  of  attention, 
because  anybody  who  looks  at  the  export  problem  generically  and 
looks  at  immediate  size  and  sometimes  larger  firms  say,  there  is  a 
big  financing  issue.  The  government  can't  provide  all  the  financing 
and  shouldn't,  but  there  needs  to  be  a  way  to  ensure  that  the  pri- 
vate sector  is  there. 

There  is  quite  a  bit  going  on,  but  I  suspect  that  will  be  a  major 
item  in  this  new  administration's  review  how  to  solve  that  prob- 
lem. 

Ms.  Eshoo.  Are  you  suggesting  that  if  in  fact  the  policy  direction 
and  the  emphasis  of  that  policy  changes,  that  what  I  am  bringing 
up  would  be  affected?  Is  that  what  you  are  saying?  Or  that  it  can't 
be,  or 

Mr.  Menes.  I  am  saying  it  can  be  affected.  It  is  not  just  a  ques- 
tion of  putting  more  money  in  the  export  financing  bank,  but 
rather  finding  ways  to  get  the  private  sector  back  into  it,  finding 
ways  to  make  the  process  simple  so  that  the  transaction  costs 
aren't  so  high,  so  that  the  small  firms  can  get  financing.  That  has 
been  worked  on,  but  I  believe  that  this  administration  will  recog- 
nize right  away  that  it  is  critical  to  the  exporting  equation. 

Ms.  Eshoo.  Thank  you. 

Mr.  Connors.  Representative  Eshoo,  the  issue  of  export  financ- 
ing and  export  development  as  compared  to  export  promotion  is 
really  important  in  this  area.  Two  sources  of  information,  one  is  a 
book  by  Brookings  that  just  came  out,  "Going  Global:  How  the  Eu- 
ropean Countries  Support  Export  Development,"  and  the  Office  of 
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Technology  Assessment  has  under  way  right  now  a  study  that  will 
at  least  look  at  some  of  these  activities,  maybe  not  as  a  primary 
purpose  of  the  study,  but  they  will  be  looking  at  export  develop- 
ment. 

We  think  that  it  is  a  function  of  national  and  regional  environ- 
mental business  organizations  to  directly  develop  partnerships  be- 
tween States  and  economic  development  and  trade  offices  and  the 
industry  to  help  small  and  medium-size  companies  go  abroad.  Most 
companies  don't  know  how  to  do  it.  They  are  afraid  of  it.  They  just 
need  a  lot  of  help. 

And  that  is  different  from  bringing  them  to  a  day-long  confer- 
ence and  saying  there  are  great  opportunities  here  or  there.  It  is  a 
much  more  complicated  project,  and  that  is  also  a  role  for  the  insti- 
tute we  have  talked  about. 

Ms.  Eshoo.  May  I  ask  one  more  question? 

Mr.  Studds.  Certainly. 

Ms.  Eshoo.  Maybe  it  is  more  of  a  comment.  One  of  the  biggest 
complaints  we  hear  in  this  area  is  that,  on  the  one  hand,  there  is 
the  willingness,  the  recognition  that  this  represents  one  of  the 
greatest  markets  to  be  seized,  and  not  only  marketed  all  over  this 
country  but  all  over  the  world,  because  of  the  needs  that  we  recog- 
nize that  are  there.  But  our  regulatory  process  and  the  approval  of 
environmental  technologies  doesn't  match  with  the  rapid  pace  of 
technology. 

Is  there  anyone  here  that  can  comment  on  that  or  give  us  some 
hope  about  a  cross  germination  between  the  departments,  Com- 
merce, EPA,  the  timeframes  that  can  be  set  up  relative  to  the  regu- 
latory process  that  approves  the  technology  and  get  it  out  there? 

I  hope  I  am  expressing  it  or  bringing  to  it  the — both  the  frustra- 
tion and  the  clarity  with  which  I  hear  it  from  the  people  that  I  rep- 
resent, which  is  Silicon  Valley,  by  the  way,  one  of  the  world  lead- 
ers in  this  area. 

Mr.  Campbell.  I  think  this  points  out  the  need  for  one  central 
area  to  handle  this  policy. 

Ms.  Eshoo.  Exactly. 

Mr.  Campbell.  I  think  the  Commerce  Department,  going  back  to 
Chairman  Studds'  question  before,  is  an  appropriate  place  for  that 
coordination  to  occur.  It  is  one  of  the  few  places  in  government 
where  you  have  a  trade  organization  and  an  environmental  organi- 
zation housed  under  the  same  roof.  They  have  a  lot  of  natural  ten- 
sion that  exists  between  those,  but  it  is  the  same  tension  that 
exists  in  business.  And  you  put  one  person  in  charge,  you  don't 
have  government  by  committee. 

What  we  had  at  the  Sao  Paolo  trade  show  was  a  government  by 
committee.  We  had  30  percent  of  the  exhibits  as  U.S.  export  pro- 
moters, environmental  goods.  Seventy  percent  was  EPA  and  other 
regulatory  agencies  explaining  how  they  regulate  U.S.  industry. 
Somebody  missed  the  point.  And  so 

Ms.  Eshoo.  That  was  our  first  clue,  right? 

Mr.  Campbell.  So  we  need  someone  who  has  broad  authority, 
who  can  coordinate  these  efforts. 

You  struck  upon  a  key  problem,  and  that  is  financing.  You  have 
to  have  some  influence  over  the  finance  policy  and  the  approval, 
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technological  approval  process,  in  order  to  be  able  to  bring  this 
thing  into  a  coordinated,  cohesive,  recognizable  policy. 

Ms.  Eshoo.  Thank  you. 

Mr.  Connors.  Representative  Eshoo,  on  pages  10  and  11  of  my 
testimony  there  is  a  section  on  technological  competitiveness,  and 
EPA  has  completed  two  studies  recently  that  are  directly  respon- 
sive to  your  question.  The  first  is  a  study  on  how  our  State  and 
Federal  environmental  regulatory  system  has  constructed  barriers 
to  technological  innovation.  They  came  up  with  a  number  of  recom- 
mendations. I  have  recited  on  page  10,  and  following  that,  once  you 
have  technology  innovation,  you  must  diffuse  it.  So  they  have  re- 
cently completed  a  study  on  technology  diffusion,  published  in  Oc- 
tober 1992. 

Those  are  good  places  to  start.  But  we  have  got  to  be  sure  we 
have  financing  so  that  the  technology  can  be  developed  and  deliv- 
ered to  other  markets  in  the  world. 

Mr.  Ferrier.  I  would  like  to  add  one  point  relating  to  that.  Clear- 
ly, financing  really  has  to  be  looked  at  as  a  product  for  the  interna- 
tional environmental  industry.  The  money  to  do  it  is  a  major  con- 
cern. 

Obviously,  Eastern  Europe  doesn't  have  the  money  to  clean  up 
their  problems.  And  Ex-Im  Bank  probably  focuses  more  on  big 
projects  like  wastewater  plants.  They  might  not  be  able  to  help  a 
small  company  get  abroad.  A  U.S.  policy  centered  around  this  com- 
mittee could  help  small  environmental  companies  go  abroad. 

Representative  Furse  was  talking  about  getting  technology  into 
the  market.  This  is  reiterating  a  point  I  made  before,  and  I  will 
cite  some  numbers. 

The  world  industry  is  now  $270  billion  growing  to  more  than 
$400  billion  in  five  years.  That  represents  about  $300  billion  of  new 
revenues  over  the  next  five  years  from  the  industry. 

Now,  90  percent  of  that  is  going  to  be  stuff  that  we  already  know 
how  to  do.  There  is  no  problem.  Our  companies  can  do  it.  Our  com- 
panies are  doing  is  it  here  now. 

And  the  key  will  be  getting  those  people  in  the  door,  like  my 
other  colleague  said,  in  programs  like  we  have  been  suggesting, 
getting  those  companies,  letting  them  know  where  the  opportunity 
is  and  getting  them  in  front  of  the  doors  and  moving  the  business, 
making  those  relationships.  That  is  how  the  government  and  this 
committee  can  facilitate  the  industry  representing  it,  to  get  our 
companies  in  the  right  place  at  the  right  time  as  this  market 
evolves  over  the  next  20  years. 

Mr.  Studds.  The  Chair  would  like  to  recognize  the  gentlewoman 
from  Oregon. 

If  you  will  assume  the  Chair  for  a  moment  while  I  make  a  phone 
call,  then  you  can  determine  whether  or  not  the  gentlewoman  from 
Arkansas  will  yield  to  you. 

The  gentlewoman  from  Arkansas. 
Ms.  Lambert.  Thank  you,  Mr.  Chairman. 

I  certainly  appreciate  having  this  opportunity  to  further  examine 
our  government's  efforts  concerning  envirotechnology  manage- 
ment. I  think  we  all  agree  that  we  must  do  more  to  enhance  busi- 
ness's  ability  to  participate  in  this  rapidly  changing  worldwide  in- 
dustry. 
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I  am  pleased  to  have  heard  many  of  you  speak  on  education,  and 
education  being  a  very  important  part  of  that.  I  know  in  my  own 
State  of  Arkansas,  we  have  recognized  the  need  to  adapt  to  this  rel- 
atively new  enterprise. 

At  the  University  of  Arkansas,  one  of  our  newer  endeavors  is  the 
enviro-science  major,  which  is  currently  being  evaluated,  along 
with  countless  other  minors  in  environmental  management,  and 
some  other  areas,  agricultural  waste  management  and  plant  pro- 
tection management. 

So  our  schools  are  recognizing  the  need  for  education  in  these 
areas,  and  now  we  must  provide  the  corporations  with  the  tools  to 
get  bright  citizens  to  compete  in  the  changing  global  economy. 

Mr.  Eder  touched  on  it  a  little  bit.  I  hope  I  am  not  redundant. 
But  I  am  very  interested  to  know,  the  educational  part  of  it,  how 
we  can  incorporate  that.  There  is  a  great  deal  of  the  future  that 
needs  to  be  addressed.  I  think  we  can  do  that  through  education. 

My  question  is,  we  have  got  a  great  deal  of  cleanup  to  do  in  our 
own  nation,  and  it  is  important,  I  guess,  sitting  on  another  Subcom- 
mittee of  Transportation  and  Hazardous  Materials,  having  worked 
on  Superfund,  Clean  Air  and  a  lot  of  these  others,  is  there  a  more 
active  role  that  you  all  can  play  in  the  cleanup  aspect,  in  learning 
pollution  prevention  by  cleaning  up? 

You  certainly  understand  better  how  not  to  do  something  when 
you  are  cleaning  it  up.  Is  that  a  role  that  you  can  play,  that  you 
already  do  play,  that  you  could  probably  enhance,  because  if  we  are 
looking  for  financing  and  funding  we  are  going  to  see  more  of  that 
for  the  cleanup  of  the  accidents  and  certainly  the  danger  situations 
we  have  already  gotten  ourselves  into.  And  maybe  that  would  cer- 
tainly be  a  way  to  publicize  the  efforts  you  all  want  to  make,  is 
through  the  cleanup  process,  teaching  how  to  avoid  the  situation 
we  have  gotten  ourselves  into  in  the  first  place. 

Mr.  Campbell.  Congresswoman  Lambert,  what  we  have  done  is 
gone  to  school.  It  has  been  a  very  expensive  learning  process,  but 
what  has  happened  is  we  have  participated  in  a  15-year-long  clean- 
up process,  and  we  have  learned  from  our  experiences. 

Don't  mistake  this  market  as  being  all  hardware  and  equipment. 
A  very  large  portion  of  this  market  is  experience,  people  who  have 
gone  in  and  tackled  some  of  the  most  difficult  environmental  prob- 
lems in  the  world.  And  we  have  begun  to  see  some  progress. 

So  we  can  take  that  know-how  and  go  to  other  countries.  But  we 
face  an  education  problem  with  the  developing  countries. 

I  will  give  you  an  example.  We  were  in  Izmit,  Turkey,  and  you 
have  the  Bay  of  Izmit  out  in  front,  and  we  are  talking  to  the  mu- 
nicipal officials,  and  they  are  convinced  the  Bay  of  Izmit  cannot  be 
rehabilitated  in  any  meaningful  way. 

But  we  have  got  example  after  example,  one  that  runs  right 
across  the  front  of  the  Capitol  here,  the  Potomac  River,  where  we 
have  seen  bodies  of  water  be  able  to  be  reclaimed  and  reach  some 
of  their  original  abundance. 

So  we  have  to  educate  these  government  officials  in  other  coun- 
tries to  know  what  can  be  done.  Then  we  have  to  be  educated  our- 
selves by  them  about  what  they  think  they  want  to  do. 
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So  somewhere  there  has  to  be  this  nexus,  and  Congressman  Cun- 
ningham suggests  that  the  Navy  might  be  a  place  for  that  nexus  to 
occur.  That  is  one  appropriate  place. 

The  Commerce  Department,  usually  ITA  and  NOAA,  is  another 
appropriate  place.  We  have  got  to  bring  in  the  Ex-Im  Bank.  They 
have  got  to  be  part  of  this  process  to  financing  new  projects,  make 
it  easier,  kind  of  explain  to  the  small  and  medium-sized  companies 
how  to  do  it.  It  is  a  medium-sized  company  business.  That  is  who  is 
running  these  cleanups.  It  is  not  mega  firms.  There  are  mega 
firms,  but  the  majority  are  medium  sized.  And  they  have  trouble 
doing  the  market  development.  They  have  trouble  going  abroad 
often. 

But  if  opportunities  can  be  provided,  if  the  package  can  be  put 
together  by  the  government,  then  they  can  participate,  and  you  are 
going  to  see  some  significant  export  of  U.S.  know-how. 

Ms.  Josephson.  If  I  could  extend  on  that  answer,  Representative. 
In  my  testimony  we  have  about  12  examples  of  education  and 
training  efforts  that  we  are  engaged  in.  We  have  sponsored  joint 
institutions.  We  have  foreign  students  conducting  research  in  a 
post-doctoral  program.  We  are  coordinating  coastal  resources  man- 
agement training  in  Nairobi.  Through  the  WMO,  we  are  training 
people  around  the  world  in  meteorology  and  those  environmental 
aspects.  We  are  involved  in  satellite  applications,  sponsoring  work- 
shops through  the  United  Nations  in  various  countries.  The  list 
goes  on. 

So  in  all  our  areas  we  are  actually  engaged  in  trying  to  transmit 
the  know-how  we  have  and  the  technology  we  have  to  other  coun- 
tries. And  of  course  since  many  of  the  technologies  are  carried  out 
by  U.S.  companies,  we  are,  in  essence,  helping  to  create  markets 
for  those  products  abroad. 

I  think  this  is  an  area  where  agencies  such  as  ourselves  are 
using  government  money  to  fund  the  development  of  prototypes, 
test  them,  use  them  in  our  own  programs,  and  create  markets  both 
here  and  abroad  for  our  companies. 

Ms.  Lambert.  Maybe  I  am  not  understanding  completely,  but  I 
think  that  is  tremendous  and  it  is  a  great  way,  but  what  I  also 
seem  to  be  hearing  is  that  there  is  a  need  for  financing,  that  there 
is  an  area  where  you  are  looking  for — and  I  think  maybe  the  mar- 
riage between  some  of  the  areas  where  we  have  not  been  capable  of 
doing  the  proper  cleanup  could  be  areas  in  which  to  incorporate 
the  smaller  businesses. 

I  look  at  a  closed  air  base  in  my  district.  It  can't  be  sold  because 
of  the  environmental  liabilities.  It  would  be  great  to  establish  an 
environmental  cleanup  prototype,  testing  ground  in  something  like 
that,  which  would  afford  some  of  the  smaller  businesses  to  come  in 
and  teach  people  how  to  do  some  of  those  cleanups  on  an  area  like 
that. 

There  has  got  to  be  firm  money  for  that,  especially  in  the  Feder- 
al facilities,  looking  for  areas  like  that  where  there  is  money. 

Mr.  Connors.  Representative,  there  is  a  lot  of  experience  in  the 
defense  industry  on  systems  implementation.  I  don't  think  we  have 
used  systems  analysis  and  systems  strategies  enough  in  the  hazard- 
ous waste  area.  One  initiative  in  defense  conversion  might  be  to 
look  at  that  area. 
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With  respect  to  the  pollution  prevention,  I  think  that  my  col- 
leagues on  this  panel  would  agree  that  there  is  under  way  in  the 
United  States  and  in  other  nations  of  the  world  a  whole  lot  of  ac- 
tivity to  prevent  pollution  for  two  reasons.  It  limits  liability,  which 
as  a  lawyer  I  have  to  advise  clients  to  pay  attention  to;  and  the 
second  is,  it  is  cost  effective. 

There  is  a  process  going  on  right  now  of  the  environmental  effi- 
ciency movement,  which  is  the  latest  trend  in  corporate  environ- 
mental management.  Some  of  the  recent  publications — the  Colum- 
bia Journal  of  International  Business  published  a  marvelous  book 
on  this  subject.  The  Business  Council  for  Sustainable  Development 
book,  Changing  Course,  prepared  by  CEOs  for  the  Earth  Summit, 
focuses  on  cost  savings  and  liability  avoidance.  I  think  that  word  is 
getting  gradually  through  the  consciousness  of  managers  of  indus- 
try around  the  world.  Not  local  industry,  always,  but  a  lot  of  the 
multinationals  certainly  are. 

Ms.  Josephson.  Another  area  of  financing  you  might  want  to  ex- 
plore is  the  financing  available  through  AID,  which  does  finance 
the  exportation  of  environmental  technology  along  with  other  tech- 
nologies around  the  world. 

Mr.  Connors.  We  think  also  it  is  very  important  that  the  envi- 
ronmental industry  develop  close  relationships  with  U.S.  AID,  and 
whatever  its  successor  agency  is  to  be  called.  It  is  important  that 
that  relationship  be  developed  and  strengthened  because  it  will  be 
a  different  relationship  than  the  relationship  that  we  will  develop 
with  the  Commerce  Department  in  regular  commercial  export  ac- 
tivities. 

We  also  need  to  be  sure  the  multilateral  lending  institutions  are 
connected  to  this  industry,  so  that  they  can  take  advantage  of  our 
competence  and  experience. 

Mr.  Menes.  Mr.  Chairman,  could  I  add  one  very  quickly,  the 
U.S. -Asian  environmental  partnership,  which  is  co-chaired  by  AID 
and  Commerce,  involves  this  kind  of  arrangement.  One  of  the 
things  is  putting  environmental  specialists  to  the  Foreign  Commer- 
cial Service  funded  through  AID  in  non-Asian  posts  as  well  as  the 
Asian  Development  Bank,  as  well  as  bringing  the  private  sector  in 
and  government.  So  these  things  are  starting  to  develop  and  have  a 
lot  of  promise  both  there  and  also  as  models  for  elsewhere  in  the 
world. 

Mr.  Connors.  One  brief  comment  in  response,  the  program  that 
he  has  described  is  a  very  interesting  and  exciting  program,  and  I 
think  a  lot  of  its  success  is  that  there  was  a  private  business  orga- 
nization, the  ASEAN  Business  Council,  that  is  pushing  and  stimu- 
lating it,  trying  to  get  the  parties  together,  but  at  least  the  govern- 
ment and  business  are  cooperating,  which  I  think  is  a  great  model 
for  the  future. 

Mr.  Studds.  I  am  sorry  to  observe  we  are  constrained  to  end  very 
quickly,  but  Members,  please,  you  have  been  very  long  suffering 
and  arguably  gentle. 

Ms.  Eshoo.  I  have  never  been  referred  to  as  long  suffering.  This 
is  a  new  thing  for  me.  Thank  you,  Mr.  Chairman. 

You  mentioned  AID.  How  much  is  AID  actually  doing?  Isn't  it 
$540,000  that  was  lent  out?  Are  we  tracking  on  the  same  thing? 
Someone  mentioned  that. 
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Mr.  Menes.  I  couldn't  give  you  an  exact  number.  We  could  prob- 
ably get  some  estimates.  It  is  a  lot  bigger  than  that.  This  is  just 
that  Asian  partnership  is  I  think  $5  million;  $10  million  over  10 
years— $100  million  over  10  years.  So  we  can  get  you  data.  But  it  is 
considerably  more  than  $600. 

Ms.  Eshoo.  It  is  my  understanding  that  the  EC  loaned  out  direct 
cash  grants  to  Eastern  Europe,  and  what  they  put  out  was  some 
$70  million  to  date.  AID  put  up  $450,000.  So  I  don't  know  if  we  are 
talking  about  the  same  thing. 

Mr.  Ferrier.  That  is  one  program. 

Ms.  Eshoo.  Sometimes  the  words  sound  a  lot  better  than  what 
we  are  really  doing.  I  think  we  need  to  improve  it,  coordinate  it 
and  actually  make  it  happen.  I  just  wanted  to  say  that. 

Mr.  Studds.  You  are  onto  a  great  truth.  Your  long  suffering  has 
just  begun. 

The  Chair  will  observe  that  it  is  interesting  that  the  earlier  ver- 
sion of  this  bill  introduced  toward  the  end  of  the  last  Congress  was 
referred  to  two  committees,  this  and  the  Committee  on  Foreign  Af- 
fairs. Much  of  what  we  are  talking  about  may  turn  out  to  be  the 
case  again. 

We  can  go  on  all  day  but  we  don't  have  that  choice.  I  want  to 
observe  the  number  of  Members  who  endured  the  entirety  of  this 
hearing.  That  is  unusual  and  I  think  it  bespeaks  both  the  impor- 
tance of  this  subject  matter  and  the  interest  of  it  and  the  expertise 
of  the  panel.  I  thank  you  all  very  much. 

We  now  or  at  least  hopefully  soon  have  legislative  work  to  do. 
Again,  as  I  indicated  at  the  outset,  we  await  the  filling  in  of  all  the 
relevant  policy  positions  by  the  new  administration,  and  we  look 
forward  anxiously  to  proceeding  to  work  with  them  to  develop  leg- 
islation. 

Each  of  you  on  the  panel  will  be  playing  a  vital  role,  both  for- 
mally and  informally,  as  we  proceed  in  the  next  few  weeks  and 
months. 

I  want  to  thank  everybody.  This  has  been  a  source  of  very,  very 
great  interest  and  importance.  You  have  been  wonderful. 

The  committee  stands  adjourned. 

[Whereupon,  at  12:05  p.m.,  the  subcommittee  was  adjourned,  and 
the  following  was  submitted  for  the  record:] 
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BACKGROUND  MEMORANDUM 


TO: 
FROM: 
DATE: 
RE: 


MEMBERS,  SUBCOMMITTEE  OH  ENVIRONMENT  AND  NATURAL  RESOURCES 

COMMITTEE  STAFF 

FEBRUARY  22,  1993 

ISSUES  RELATING  TO  THE  ESTABLISHMEHT  OF  A  NATIONAL  PROGRAM 
TO  PROMOTE  THE  EXPORT  OF  U.S.  ENVIRONMENTAI.  TECHNOLOGIES, 
GOODS  AND  SERVICES 


On  Thursday,  February  25,  1993,  at  10:00  a.m  in  1334  Longworth 
House  Office  Building,  the  Subcommittee  on  Environment  and  Natural 
Resources  will  conduct  a  hearing  on  the  establishment  of  a  national 
program  to  promote  the  export  of  United  States  environmental 
technologies,  goods  and  services. 

The  witnesses  will  be  Mr.  John  Menes,  Acting  Assistant  Secretary 
for  Trade  Development,  United  States  Department  of  Commerce;  Ms. 
Diana  H.  Josephson,  Deputy  Under  Secretary,  National  Oceanic  and 
Atmospheric  Administration;  Mr.  Grant  Ferrier,  President, 
Environmental  Business  International,  Inc.;  Mr.  Donald  L.  Connors, 
Chairman,  Environmental  Business  Council,  Inc.;  Mr.  Tom  Campbell, 
General  Counsel,  Entrix,  Inc.;  Ms.  Hilary  French,  Senior  Researcher, 
WorldWatch  Institute;  and  Mr.  Norman  R.  Eder,  Vice  President  for 
Public  Affairs,  Oregon  Graduate  Institute  of  Science  and  Technology. 

Background 

U.S.  industries  have  been  at  the  forefront  of  research  and 
development  of  environmental  technologies  in  order  to  comply  with 
domestic  environmental  laws.   However,  relatively  little  has  been 
done  to  promote  the  export  of  these  technologies  to  the  expanding 
global  envirotech  market,  although  an  aggressive  export  campaign 
would  create  jobs  and  provide  a  boost  to  the  U.S.  economy.   The 
purpose  of  the  hearing  is  to  gather  information  on  the  potential 
overseas  market  for  environmental  technologies,  and  to  determine  what 
role  the  federal  government  should  play  in  the  development  of  that 
market. 
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The  Global  Market  for  Environmental  Goods  and  Services 

According  to  the  Office  of  Technology  Assessment  (OTA) ,  the 
global  market  for  environmental  goods  and  services  is  large  and 
growing  fast.   The  envirotech  industry  includes  end-of-pipe  pollution 
abatement  equipment  —  e.g.,  water  and  wastewater  treatment,  stack 
gas  scrubbers,  solid  waste  handling  —  plus  engineering,  management, 
and  consulting  environmental  services,  education  and  training.   The 
United  States  is  the  world's  biggest  producer  and  consumer  of 
environmental  goods  and  services  because  of  its  size  and  strict 
environmental  laws.   It  is  also  the  second  largest  net  exporter  of 
environmental  goods  after  Germany;  Japan  is  the  third. 

There  is  expanding  worldwide  interest  in  "cleaner  production" 
technologies  that  prevent,  rather  than  control  and  treat,  pollution 
and  waste.   Demand  for  cleaner  industrial,  energy,  and  agricultural 
technologies,  as  well  as  for  green  products,  is  certain  to  increase 
as  concerns  about  global  climate  change,  toxic  substances,  and  other 
pollution  problems  continue  to  mount. 

Demand  for  these  products  was  also  fueled  by  the  Earth  Summit, 
held  in  Rio  de  Janeiro,  in  June  1992.   At  the  Earth  Summit,  120 
nations:  (1)  agreed  to  a  Declaration  of  Principles  guiding  future 
environmental  policies;  (2)  adopted  an  international  agenda,  called 
Agenda  21,  establishing  a  comprehensive  program  for  sustainable 
development;  (3)  agreed  to  a  climate  change  convention;  (4)  adopted  a 
set  of  forestry  principles;  and  (5)  except  for  the  United  States, 
agreed  to  a  Convention  on  Biological  Diversity.   Japan,  one  of 
America's  principal  competitors  for  the  envirotech  market,  had  the 
largest  display  at  the  Earth  Summit,  clearly  viewing  the  Summit  as  an 
economic  opportunity  for  Japanese  companies.   As  Vice  President  Gore 
notes  in  his  book,  "Earth  in  the  Balance,"  the  United  States  missed 
an  important  opportunity  for  promoting  the  U.S.  envirotech  industry 
by  not  playing  a  more  active  role  in  the  Earth  Summit.   In  the  book, 
Vice  President  Gore  recommends  that  the  U.S.  establish  a  "Global 
Marshall  Plan"  for  the  environment  to  protect  the  global  environment 
and  promote  U.S.  industry. 

The  Organization  for  Economic  Cooperation  and  Development  (OECD) 
estimates  that  the  worldwide  environmsntal  market  was  $200  billion  in 
1990  and  will  grow  at  a  5.5  percent  annual  rate  to  $300  billion  by 
the  year  2  000.   The  largest  net  exporters  of  environmental  products, 
Germany,  the  United  States,  and  Japan  earn  estimated  trade  surpluses 
of  $10  billion,  $4  billion,  and  $3  billion,  respectively.   Only  about 
10  percent  of  U.S.  environmental  production  is  exported,  however, 
compared  to  4  0  percent  for  Germany. 

Additional  envirotech  trade  opportunities  will  arise  from 
industrialization  of  developing  countries,  reconstruction  of  Eastern 
European  and  former  Soviet  economies,  demand  for  new  and  replacement 
capital  stock  within  OECD,  the  North  American  Free  Trade  Agreement 
(NAFTA) ,  and  the  commitments  to  technology  cooperation  made  by  the 
United  States  and  other  nations  at  the  Earth  Summit. 

A  major  constraint  in  expanding  environmental  trade  to  those 
nations  seeking  these  new  technologies  is  the  inadequate  financial 
commitment  made  by  the  United  States  government  to  this  new  industry. 
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Unlike  its  European  allies,  the  United  States  has  not  actively 
facilitated  exports  of  environmental  goods  and  services.   According 
to  a  recent  report  from  the  Brookings  Institution,  entitled  "Going 
Global,"  the  United  States  has  been  slow  to  recognize  the  strategic 
importance  of  a  coherent  and  aggressive  export  policy,  in  general. 
In  contrast,  Europe  and  Japan  view  export  trade  as  an  essential 
component  of  global  competitiveness.   The  General  Accounting  Office 
reported  that,  in  1992,  ten  executive  branch  agencies  spent  $2.7 
billion  on  export  promotion,  but  their  activities  were  not  guided  by 
any  explicit  strategy  or  set  of  priorities.   Indeed,  three-guarters 
of  all  federal  export  promotion  spending  was  for  agricultural 
exports,  which  represent  only  about  ten  percent  of  the  value  of  all 
U.S.  exports . 

The  State  of  the  U.S.  Envirotech  Industry 

There  are  approximately  58,700  envirotech  companies  in  the  U.S. 
that  in  1991  had  combined  revenues  of  $120  billion.   The  U.S. 
envirotech  industry  has  developed  in  response  to  strict  environmental 
regulations  in  the  United  States,  as  well  as  health  protection  and 
disaster  prevention  policies.   Currently  the  industry  is  centered  in 
10  to  15  regional  clusters  around  the  country. 

One  such  cluster  is  centered  in  Massachusetts  and  New  England. 
The  Environmental  Business  Council,  Inc.  (EBC) ,  formed  in  1990,  is  a 
consortium  of  200  environmental  and  energy  firms  whose  objective  is 
to  foster  the  development  of  an  effective  and  competitive  envirotech 
industry  and  to  enhance  and  maintain  a  clean  and  productive 
environment.   The  EBC  has  recently  entered  into  a  cooperative 
agreement  with  Mexico's  industrial  trade  association,  CONCAMIN,  to 
assist  Mexican  companies  in  the  implementation  of  modern 
environmental  management  through  information  transfer,  educational 
programs,  training,  and  technology  cooperation.   One  way  of  assuring 
that  Mexico  does  not  become  a  "pollution  haven"  for  U.S.  businesses 
as  a  result  of  NAFTA  —  a  concern  expressed  by  many  environmental 
organizations  —  is  by  building  the  capacity  of  Mexican  companies  for 
environmental  compliance  and  enforcement.   By  the  end  of  1992,  close 
to  $100  million  in  contracts  for  new  business  in  Mexico  had  been 
committed  to  EBC  companies  as  a  result  of  its  agreement  with 
CONCAMIN.   The  EBC  is  working  on  duplicating  this  initiative  in 
Canada,  Latin  America,  Poland,  and  Eastern  Europe. 

Similar  associations  of  environmental  businesses  have  arisen  in 
other  parts  of  the  country.   For  example,  the  Oregon  Environmental 
Technology  Association  was  founded  in  1991  to  organize  companies  in 
the  Pacific  Northwest  and  to  sell  environmental  goods  and  services  in 
the  Northwest  and  to  the  Pacific  Rim  nations. 

In  addition  to  the  creation  of  regional  associations,  the 
private  sector  has  plans  to  establish  a  national  environmental 
technology  trade  association,  with  a  presence  in  Washington,  DC,  and 
to  host  a  conference  on  the  envirotech  industry  later  this  spring. 

The  private  sector  is  doing  its  share  to  participate  in  the 
world  market  for  environmental  goods  and  services  —  what  is  the 
federal  government  doing  to  help  out? 
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Organization  of  the  Federal  Government  to  Promote 
the  Envirotech  Industry 

The  federal  government  has  no  unified  strategy  or  program  to 
assist  the  U.S.  envirotech  industry.   Instead,  myriad  departments  and 
agencies  have  individual  programs  to  promote  exports.   These  include 
the  Department  of  Commerce,  the  U.S.  Agency  for  International 
Development,  the  Environmental  Protection  Agency,  the  Department  of 
Energy,  the  Overseas  Private  Investment  Corporation,  the  Trade  and 
Development  Program,  the  Export-Import  Bank,  and  the  Small  Business 
Administration. 

The  Commerce  Department  is  planning  a  new  focus,  however,  on 
trade  promotion  and  competitiveness.   During  his  confirmation 
process,  Commerce  Secretary  Ron  Brown  stated  that  the  Department 
should  be  a  strong  advocate  for  American  business  and  for  policies 
that  strengthen  America's  competitiveness.   Secretary  Brown  added 
that  the  Department  has  a  leading  role  in  formulating  trade  policies, 
including  promotion  of  U.S.  exports,  and  must  play  a  lead  role  in 
coordinating  technology  policy  with  an  overall  growth  strategy. 
Finally,  Secretary  Brown  indicated  the  Department  also  has  a  critical 
role  to  play  in  environmental  policy,  through  the  National  Oceanic 
and  Atmospheric  Administration  NOAA,  including  NOAA's  role  as  an 
incubator  for  new  environmental  (including  weather)  technologies. 

In  his  State  of  the  Union  Address  on  February  17,  1993, 
President  Clinton  stated  that,  on  the  edge  of  the  new  century, 
economic  growth  depends  as  never  before  on  opening  up  new  markets 
overseas.   A  part  of  our  national  economic  strategy  must  be  to  expand 
trade  on  fair  terms,  including  successful  completion  of  the  latest 
round  of  world  trade  talks,  including  NAFTA.   President  Clinton 
pledged  that  business,  government,  and  labor  will  work  together  in  a 
partnership  for  economic  growth. 

Related  Measures  from  the  102d  Congress 

Congress  began  to  consider  legislation  to  promote  the  envirotech 
industry  in  the  I02d  Congress,  but  a  comprehensive  proposal  was  not 
enacted.   At  the  end  of  the  102d  Congress,  Chairman  Gerry  E.  Studds 
introduced  H.R.  5895,  the  National  Environmental  Business  Foundation 
Act,  which  was  referred  jointly  to  the  Committees  on  Merchant  Marine 
and  Fisheries  and  Foreign  Affairs.   The  Foundation  Act  would 
establish  a  public-private  partnership  to  promote  exports  of 
environmental  goods  and  services.   No  further  action  was  taken  on 
this  bill  in  the  102d  Congress. 

The  Congress  passed  the  Freedom  Support  Act  (FSA,  Pub.  L. 
102-511)  last  year,  which  authorized  $417  million  for  bilateral 
assistance  to  Russia  and  other  independent  states  of  the  former 
Soviet  Union.   Part  of  the  bilateral  assistance  would  be  spent  on 
promoting  U.S.  environmental  technology  exports  to  the  former  Soviet 
Union.   The  FSA  also  authorized  the  establishment  of  a  number  of 
American  Business  Centers  in  the  former  Soviet  Union  to  create 
commercial  partnerships  between  the  U.S.  and  the  independent  states. 
The  American  Business  Centers  would  include  Environmental  Business 
Centers  to  promote  exports  of  U.S.  environmental  goods  and  services. 
So  far,  the  State  Department  has  not  developed  a  strategy  for 
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implementing  the  FSA,  but  President  Clinton  has  recently  designated 
Strobe  Talbott  as  Special  Advisor  to  the  Secretary  of  State  for  the 
New  Independent  States  and  coordinator  of  the  Soviet  aid  effort. 

During  the  1992  reauthorization  of  the  Export-Import  Bank, 
Congress,  in  title  II  of  the  Export  Enhancement  Act  (Pub.  L. 
102-429),  directed  the  President  to  establish  an  Environmental  Trade 
Promotion  Working  Group  to  develop  a  strategy  for  expanding  United 
States  exports  of  environmental  technologies,  goods,  and  services. 
The  Working  Group  would  be  comprised  of  representatives  of  several 
agencies,  including  Commerce,  State,  Treasury,  Agriculture,  Energy, 
and  Transportation.   The  Secretary  of  Commerce  is  to  designate  the 
chairperson  of  the  Working  Group  from  among  senior  employees  of  the 
Department  of  Commerce.   There  is,  however,  no  private  sector 
participation  on  the  Working  Group,  and  the  Secretary  has  yet  to 
designate  the  chairperson  or  convene  the  Working  Group.   Given  the 
central  role  the  private  sector  must  play  in  providing  the  envirotech 
exports,  an  argument  can  be  made  that  the  environmental  business 
sector  must  be  involved  in  the  development  of  this  strategy. 

Proposed  National  Environmental  Technology  and  Business 
Competitiveness  Act  of  1993 

One  purpose  of  the  hearing  is  to  obtain  comments  on  a 
legislative  proposal  by  Chairman  Studds  to  establish  a  true 
public-private  partnership  for  the  promotion  of  the  U.S.  envirotech 
industry.   This  proposal  is  detailed  in  Attachment  A.   In  summary, 
the  proposal  would: 

*  contain  a  comprehensive  statement  of  national  policy  to 

promote  the  U.S.  envirotech  industry; 

*  establish  a  new  Office  of  Environmental  Technology  and 

Business  Competitiveness  in  the  Department  of  Commerce, 
to  be  headed  by  an  Under  Secretary; 

*  authorize  the  Under  Secretary  to  coordinate  all  DOC  and 

federal  programs  that  support  envirotech  exports; 

*  authorize  the  establishment  overseas  of  additional  American 

Business  Centers,  including  Environmental  Business 
Centers ; 

*  authorize  funds  for  a  private,  non-profit  International 

Environmental  Business  and  Technology  Institute,  to 
conduct  assessments  of  overseas  markets  and  link  U.S. 
companies  to  those  markets; 

*  create  a  Volunteer  Environmental  Services  Corps,  modelled 

on  the  Peace  Corps,  to  provide  U.S.  environmental  experts 
to  foreign  countries;  and 

*  reguire,  as  part  of  a  supplemental  NAFTA  agreement,  that 

CONCAMIN  and  the  new  Institute  conduct  an  assessment 
of  Mexico's  needs  for  U.S.  environmental  goods  and 
services,  and  obtain  a  commitment  from  Mexico  to 
acquire  those  goods  and  services. 
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Issues 

*  What  is  the  state  of  the  U.S.  envirotech  industry  and  what  is 
the  projected  world  market  for  environmental  goods  and  services? 

*  How  is  the  private  sector  organized  to  take  advantage  of  the 
anticipated  exponential  growth  in  the  world  market  for  environmental 
goods  and  services? 

*  What  are  other  nations  doing  to  take  advantage  of  these 
opportunities? 

*  What  should  the  United  States  be  doing  to  take  advantage  of 
these  opportunities? 

*  What  obligations  does  the  United  States  have  to  provide 
environmental  technology  to  developing  countries  under  Agenda  21, 
adopted  at  the  Earth  Summit,  and  what  is  the  U.S.  doing  to  honor 
these  commitments? 

*  How  is  the  federal  government  currently  organized  to  promote 
the  U.S.  envirotech  industry? 

*  What  should  the  federal  government  do  to  assist  the  U.S. 
envirotech  industry? 

*  What  trade  barriers  exist  to  providing  U.S.  environmental 
goods  and  services  overseas? 

*  When  does  the  Secretary  of  Commerce  plan  to  designate  the 
chairperson  of  the  Environmental  Trade  Working  Group  and  begin  to 
work  on  the  national  strategy  called  for  in  the  Export  Enhancement 
Act? 

*  What  plans  does  the  Department  of  Commerce  have  to  involve  the 
private  sector  in  the  development  of  this  strategy?  Is  legislation 
required  to  mandate  this  participation? 

*  Can  the  U.S.  establish  a  working  partnership  between  the 
federal  government  and  the  private  sector  as  other  nations  have  done 
to  promote  environmental  exports?   Should  the  environmental  community 
play  a  role  in  this  partnership? 

*  How  can  this  partnership  best  be  established?   Is  the  creation 
of  a  National  Environmental  Business  and  Technology  Institute  the 
best  way  to  do  this?  If  so,  how  should  it  be  established  and  funded? 

*  How  many  regional  centers  should  be  created  as  part  of  the 
Institute,  and  where  should  they  be  located? 

*  How  can  we  assure  that  high  environmental  standards  are  met  in 
the  provision  of  U.S.  environmental  goods  and  services  overseas? 

*  Should  a  new  Volunteer  Environmental  Services  Corps  be 
established,  and,  if  so,  what  should  be  its  relationship  to  the  Peace 
Corps? 
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Summary 

The  U.S.  envirotech  industry  is  developing  a  commanding  presence 
in  the  United  States.   The  worldwide  market  for  environmental  goods 
and  services  is  growing  tremendously.   The  U.S.  could  take  advantage 
of  this  growing  market  by  helping  the  U.S.  envirotech  industry  sell 
its  goods  and  services  overseas.   This  will  foster  jobs  here,  plus 
improve  the  state  of  the  global  environment. 

Attachment 
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ATTACHMENT 


Proposal  for  a  National  Environmental  Technology  and  Business 

Competitiveness  Act  of  1993 

Elements  of  the  legislation  could  include: 

*  a  comprehensive  statement  of  national  policy  to  promote 
the  U.S.  envirotech  industry; 

*  establishing  within  the  Department  of  Commerce  a  new 
office  of  Environmental  Technology  and  Business 
Competitiveness,  to  be  headed  by  an  Under  Secretary  for 
Environmental  Technology  and  Business  Competitiveness; 

*  authorizing  the  Under  Secretary  to  coordinate  all  relevant 
DOC  programs,  including  those  of  the  National  Oceanic  and 
Atmospheric  Administration  in  the  support  of  new 
environmental  technologies,  including  marine 
biotechnologies,  weather  technologies,  environmental 
monitoring,  and  environmental  remote  sensing; 

*  authorizing  the  Under  Secretary,  in  cooperation  with 
private  businesses,  state  agencies,  and  institutions  of 
higher  education,  in  one  year,  to  develop  the  national 
strategy  for  the  promotion  of  envirotech  exports; 

*  authorizing  the  Under  Secretary  to  establish  American 
Business  Centers,  including  Environmental  Business 
Centers,  in  developing  nations  apart  from  Russia  and  the 
newly  independent  states; 

*  authorizing  $5-10  million  for  each  of  five  years  to 
support  the  activities  of  a  private,  non-profit 
International  Environmental  Business  and  Technology 
Institute,  which  would: 

**  identify  target  country  and  area  needs  for  U.S. 
environmental  goods  and  services; 

**  identify  U.S.  businesses  to  meet  those  needs; 

**  assist  industry  on  a  regional  basis  in  export 
development; 

**  enter  into  contracts  with  UN  agencies,  the  World 
Bank  and  multilateral  lending  banks;  and 

**  sponsor  training  and  education  programs  for  foreign 
nationals. 


This  will  build  on  the  strategy  proposed  in  Title  II  of 
The  Export  Enhancement  Act  of  1992,  Pub.L.  102-429,  which 
was  limited  to  federal  agencies. 
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creating  a  Volunteer  Environmental  Services  Corps, 
modelled  on  the  existing  Peace  Corps,  to  provide 
environmental  experts  to  foreign  countries  and  help  staff 
the  Environmental  Business  Centers; 

analyzing  the  need  for  tax  incentives  and  low- cost  loans 
to  the  envirotech  industry;  and 

requiring,  as  part  of  a  side  agreement  for  NAFTA,  that 
Mexico  enter  into  an  agreement (s)  with  the  International 
Environmental  Business  and  Technology  Institute  for  an 
assessment  of  Mexico's  needs  for  environmental  goods  and 
services  and  acquire  a  specified  dollar  amount  of  U.S. 
environmental  goods  and  services,  based  on  the  needs 
assessment . 
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Written  Statement  by  Jonathan  Menes 

Acting  Assistant  Secretary  for  Trade  Development 

U.S.  Department  of  Commerce 

Before  the  House  Subcommittee  on  Environment  and  Natural  Resources 

Committee  on  Merchant  Marine  and  Fisheries 

February  25,  1993 


Good  Moming.  I  wish  to  thank  you  for  the  opportunity  to  testify  regarding  the  efforts  of 
Department  of  Commerce  to  support  the  environmental  industry. 

There  is  no  precise  statistical  definition  for  the  environmental  sector  because  it  includes  many 
diverse  products,  services,  and  technologies.  The  lack  of  a  clear  statistical  definition  makes  it 
extremely  difficult  to  estimate  market  size  or  trade.  Thus,  while  I  present  various  estimates 
drawn  from  a  number  of  sources,  they  are  not  all  consistent  and  should  be  considered  only 
orders  of  magnitude.  The  estimates  on  market  size  and  share  used  in  my  testimony  are  based 
on  several  sources  including  market  studies  compiled  by  U.S.  Foreign  Commercial  Service 
personnel  stationed  at  U.S.  Embassies. 

My  presentation  will  cover  the  following  topics  and  address  what  the  International  Trade 
Administration  is  doing  to  increase  U.S.  exports  of  environmental  technologies,  equipment,  and 
services. 

•  Structure  of  the  Environmental  Industry 

•  The  Global  Market  for  Environmental  Technologies,  Equipment,  &  Services 

•  U.S.  Competitiveness 

•  The  Department's  Role  in  Supporting  the  Environmental  Industry 

International  Market  Development/Export  Assistance 
Environmental  Policy  Support 


Structure  of  the  Environmental  Industry 

The  environmental  industry  is  composed  of  distinct  subsectors  which  reflect  the  major 
environmental  legislative  initiatives  enacted  over  the  past  25  years.  These  subsectors  include 
the  industrial  air  pollution  control  sector,  municipal  solid  wastes,  hazardous  wastes  treatment 
disposal,  municipal  and  industrial  water  and  wastewater  treatment,  resource  recovery  & 
recycling,  and  the  emerging  pollution  prevention  industry  sector. 

The  number  of  U.S.  companies-consulting,  engineering,  design  and  manufacturers  of 
equipments  and  integrated  systems-is  conservatively  estimated  to  range  between  7-10,000. 
There  are  many  more  companies,  some  consisting  of  one  entrepreneur,  which  we  do  not  include 
because  the  Department's  objectives  in  the  export  arena  are  to  assist  companies  whose  financial 
resources  allow  them  to  take  advantage  of  commercial  opportunities  in  world  markets.  We  have 
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found  that  very  small  firms  whose  income  is  in  the  low  six  figures  concentrate  primarily  on  the 
domestic  market  and  do  not  have  the  resources  to  take  advantage  of  international  opportunities. 
Nevertheless,  we  make  every  effort  to  reach  out  to  all  firms  who  may  have  an  interest  in 
overseas  markets  through  established  industry  associations,  trade  press,  and  other  organizations 
to  alert  them  to  business  opportunities. 


The  Global  Market  for  Environmental  Technologies.  Equipment,  and  Services 

The  Organization  for  Economic  Cooperation  and  Development  published  a  study  in  April  1992, 
The  OECD  Environment  Industry  -  Situation.  Prospects,  and  Government  Policies,  which 
estimated  the  global  market  for  environmental  technologies.  The  report,  the  only  comprehensive 
study  to  our  knowledge,  noted  that  markets  for  environmental  technologies  were  about  $200 
billion  (1990)  and  are  expected  to  reach  $300  billion  by  the  year  2000,  possibly  exceeding  the 
aerospace  industry.  These  figures  include  expenditures  for  equipment,  systems,  and  physical 
plants,  and  services.  Currently,  85  percent  of  this  market  is  found  in  OECD  member  states. 
The  United  States  has  40  percent  of  this  market  —  or  about  $70  billion.  The  OECD  forecasts 
this  market  to  grow  at  5  percent  annually  through  the  decade's  end.  However,  growth  rates  in 
countries  and  regions  which  are  experiencing  rapid  industrial  growth  and  the  attendant 
environmental  problems  accompanying  expansion  are  expected  to  witness  growth  rates  nearing 
double-digit  figures.  Regions  where  growth  in  the  demand  for  environmental  technologies  is 
expected  to  increase  substantially  are  the  ASEAN  Region,  Eastern  Europe  and  the  Newly 
Independent  States  of  the  Former  Soviet  Union,  East  Asia/Pacific  Rim,  Mexico,  and  Latin 
America.  Growth  rates  in  the  OECD  countries  will  range  from  2.2  percent  (Denmark)  to 
7. percent  (Portugal)  with  the  United  States  falling  about  in  the  middle  at  a  5.5  percent  annual 
growth  rate. 

The  environmental  industry  in  the  United  States  evolved  as  a  result  of  the  enactment  of  strict 
environmental  laws  and  the  enforcement  of  strong  regulations  which  triggered  investments  in 
research  and  development  of  environmental  technologies,  led  to  the  commercialization  of  new 
technologies,  and  created  a  market  demand  for  environmental  equipment,  systems,  and  services. 
The  result  has  been  that  the  United  States  environmental  industry  is  one  of  the  most  competitive 
in  the  world.  In  addition,  the  United  States  has  committed  a  significant  amount  of  public 
funding  for  environmental  clean-up. 

The  typical  indicators  which  we  look  for  at  the  Department  of  Commerce  to  assess  developing 
market  opportunities  for  the  U.S.  environmental  industry  are  similar  to  the  factors  which  have 
caused  our  own  industry  to  evolve.  When  political  pressure  creates  the  climate  for  a  foreign 
country  to  enact  stringent  environmental  legislation,  and  resources  are  allocated  to  strict 
enforcement,  there  is  great  potential  for  the  export  of  U.S.  environmental  technology  and 
services.  When  a  significant  amount  of  government  funding  accompanies  this  commitment, 
there  is  a  ready  market  for  U.S.  companies  to  participate  in  the  environmental  clean-up 
opportunities. 
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I  would  now  like  to  highlight  the  key  markets  in  the  world  where  the  Department  has  been 
focusing  its  efforts  to  promote  U.S.  exports  of  environmental  technologies,  equipment,  and 
services. 


Asia  -  Taiwan/Hong  Kong/Korea 

The  Asian  environmental  market  in  particular  is  expanding  rapidly.  The  Department  estimates 
that  the  market  for  environmental  equipment  and  services  in  non-communist  Asia  is 
approximately  $31  billion.  This  is  based  on  market  surveys  conducted  by  our  commercial  staffs 
stationed  in  the  region,  and  reports  from  other  federal  agencies  including  the  Agency  for 
International  Development. 

Taiwan,  Hong  Kong  and  Korea  represent  the  best  market  opportunities  for  U.S.  environmental 
companies  in  Asia.  These  are  what  we  would  call  "first-tier"  markets.  The  general  climate  for 
trade  in  the  environmental  sector  in  Taiwan  and  Hong  Kong  is  excellent.  Importing  pollution 
control  equipment  is  encouraged,  and  is  not  subject  to  tariff  and  nontariff  barriers.  In  both 
countries,  the  government's  commitment  to  environment  protection  and  remediation  is  strong. 

Taiwan's  commitment  to  environmental  clean-up  is  very  comprehensive  and  enforcement  extends 
even  to  parastatal  enterprises.  Taiwan  has  established  an  Environmental  Protection  Agency 
modeled  after  the  U.S.  EPA.  It  has  enacted  a  very  strict  regulatory  framework,  also  patterned 
after  the  EPA.  The  country  is  very  serious  about  enforcement  of  these  regulations.  In  fact,  the 
government  of  Taiwan  plans  to  spend  about  $12  billion  on  environmental  improvement  through 
1998,  an  impressive  investment  by  any  standards,  and  one  which  creates  a  major  opportunity 
for  U.S.  exporters.  Historically,  the  United  States  has  accounted  for  approximately  25  percent 
of  imports  in  this  sector.  The  Department  believes  that  market  growth  will  continue  in  Taiwan 
as  the  government  continues  to  implement  measures  to  bring  the  country's  numerous  small 
enterprises  into  compliance  with  strict  regulations.  Further  cementing  Taiwan's  commitment  to 
the  environment,  the  Taiwanese  Environmental  Protection  Administration  recently  established 
the  Environmental  Technology  Promotion  Foundation  which  will  serve  as  a  clearinghouse  of 
information  that  will  assist  companies  to  comply  with  environmental  standards  and  regulations. 

Hong  Kong's  open  market  and  procurement  policies  are  very  favorable  for  U.S.  representing 
the  environmental  sector.  U.S.  suppliers  have  already  found  many  opportunities  to  participate 
in  the  $20  billion  worth  of  environment-related  projects  which  will  be  funded  during  the  next 
decade.  Hong  Kong  also  offers  excellent  opportunities  for  U.S.  suppliers  of  solid  waste 
handling  and  disposal  services.  In  addition,  there  are  major  projects  directed  at  cleaning  up  the 
polluted  harbor  and  waters  of  Hong  Kong's  scenic  beaches. 

The  other  Asian  tiger  which  we  include  in  the  category  of  first-tier  markets  is  Korea.  This 
country  also  has  established  a  strong  regulatory  struc-ure,  with  stringent  enforcement  measures 
and  a  significant  public  investment  in  environmental  clean-up.  However,  American  companies 
often  find  themselves  up  against  stiff  competition  from  Japanese  environmental  companies  which 
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provide  attractive  finance  packages. 

In  an  early  response  to  these  ready  market  opportunities  in  Asia,  the  International  Trade 
Administration  organized  a  very  successful  trade  and  investment  mission  to  Taiwan,  Hong 
Kong, and  Korea  in  January  of  1991.  The  mission  consisted  of  about  9  environmental  companies 
representing  a  broad  spectrum  of  expertise  and  technology,  as  well  as  size.  All  of  the  companies 
which  participated  were  overwhelmed  by  the  market  possibilities.  The  companies  had 
jam-packed  schedules,  and  the  only  complaint  was  that  they  were  too  busy;  but  this  meant  U.S. 
technology  was  very  much  in  demand.  In  fact,  Hong  Kong  had  been  added  as  a  stop  at  the  last 
minute,  and  the  mission  spent  only  one  business  day  there.  The  potential  opportunities  there  are 
definitely  worth  revisiting,  and  companies  could  have  used  more  time  to  explore  that  market. 

ASEAN  Region 

Another  region  in  Asia  that  shows  tremendous  potential  is  the  Association  of  Southeast  Asian 
Nations  (ASEAN)  region.  According  to  the  market  studies  prepared  by  the  U.S.  &  Foreign 
Commercial  Service  (USFCS),  the  total  market  for  environmental  equipment  and  services  in  this 
region  is  expected  to  exceed  $1.8  billion  in  1993.  Sales  of  filtration  and  purification  equipment 
for  water  and  wastewater  treatment  alone  will  grow  extremely  rapidly  -  at  a  rate  of  30-40%  - 
over  the  next  three  years.  The  market  for  environmental  instrumentation  and  monitoring 
equipment  is  expected  to  expand  at  an  annual  rate  of  20%  over  the  next  several  years,  in  part 
as  a  response  to  development  bank  demands  for  stronger  environmental  controls  on  the  projects 
they  finance.  The  World  Bank,  The  International  Finance  Corporation,  and  the  Asian 
Development  Bank  have  all  made  environmental  controls  a  priority  in  projects  subject  to 
funding.  World  Bank  appraisal  reports  for  each  new  project  to  be  considered  for  financing  now 
include  an  "Environmental  Aspects  Section."  Projects  are  being  routinely  reviewed  to  ensure 
that  the  technologies  installed  are  in  accordance  with  the  latest  industry  environmental  standards. 
An  increasing  number  of  projects  financed  also  included  an  environmental  component  and 
require  an  environmental  impact  assessment.  Of  the  222  World  Bank  projects  receiving  loans 
in  Fiscal  1990,  107  (or  48%  included  environmental  components).  The  key  countries  in  the 
region  we  have  focused  on  include:  Thailand,  Indonesia,  Malaysia,  and  the  Philippines.  The 
International  Trade  Administration  has  organized  two  success  trade  missions  to  this  region  in  the 
last  two  years. 


Eastern  Europe 

Perhaps  the  most  dramatic  change  in  demand  for  environmental  accountability  is  found  in  the 
emerging  democracies  of  Eastern  Europe.  The  Department  believes  the  U.S.  government  has 
a  special  role  to  play  in  helping  the  U.S.  environmental  industry  take  advantage  of  the 
commercial  opportunities  stemming  from  the  enormous  environmental  challenges  these  countries 
face  as  part  of  the  Communist  legacy.  The  Consortium  for  American  Business  in  Eastern 
Europe  (CABEE)  funded  by  the  U.S.  Agency  for  International  Development  and  administered 
by  the  International  Trade  Administration  seeks  to  capitalize  on  this  new-found  environmental 
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awareness  and  to  mitigate  the  devastation  amassed  by  45  years  of  neglect.  Although  there  are 
limited  near-term  market  opportunities  for  environmental  technologies,  equipment,  and  services, 
because  of  budget  constraints,  the  prospects  for  long-term  market  growth  are  strong.  The 
governments  in  these  countries  realize  that,  despite  the  pressures  to  build  and  expand  their 
economies,  they  cannot  afford  to  postpone  action  on  serious  environmental  issues  which  impede 
economic  growth  by  their  cost  in  critical  health  care,  declining  worker  productivity  due  to 
environmentally-related  diseases,  and  inadequate  water  supplies  and  sanitation. 

We  estimate  the  U.S.  will  continue  to  get  approximately  a  10-15  percent  share  of  all 
environmental  technology  imports  in  the  region.  Currently,  however,  it  is  a  very  small  dollar 
value.  We  are  optimistic  that  future  growth  and  bilateral  and  multilateral  development  assistance 
will  raise  the  absolute  size  of  the  market. 

The  World  Bank  recently  financed  a  $200  million  flue  gas  desulfurization  project  in  Poland 
which  is  just  one  illustration  of  the  investment  required  and  the  funding  being  channeled  into 
Eastern  Europe.  In  the  last  two  years,  the  International  Trade  Administration  organized  and  led 
three  highly  successful  environmental  trade  and  investment  missions  to  the  region.  Government 
officials  and  private  enterprises  participating  in  the  region  demonstrated  tremendous  interest  in 
U.S.  technology  and  expertise.  However,  competition  from  Western  European  countries 
presents  a  strong  challenge  here. 

We  were  greatly  impressed  by  the  commitment  of  the  governments  of  Poland,  Hungary,  and 
Czechoslovakia  (Czech  and  Slovak  Republics  as  of  January  1,  1993)  to  clean  up  problems  that 
had  been  ignored  and  allowed  to  grow  out  of  control  for  so  many  years  when  the  region's 
increasing  industrialization  was  taking  place  in  the  former  Soviet-Bloc  countries.  International 
lending  institutions  and  the  U.S.  government  are  placing  a  high  priority  on  environmental 
projects  in  the  region.  We  have  seen  a  substantial  opening  up  of  these  economies  to  U.S. 
imports  in  general.  If  we  double  the  percentage  of  U.S.  imports  to  these  countries  (a  scenario 
not  altogether  unreasonable),  Poland,  the  Czech  Republic,  Hungary,  and  Bulgaria  will  move  into 
the  top  thirty  markets  for  environmental  technologies,  equipment,  and  services. 

Western  Europe 

According  to  the  OECD  report,  Western  Europe  represents  the  single  largest  environmental 
market  at  $68  billion.  However,  because  these  countries  are  heavily  industrialized  and  have 
developed  domestic  environmental  industries  to  satisfy  demand,  American  companies  face  stiff 
competition.  U.S.  firms  that  provide  niche  technologies  will  have  good  results  in  Western 
Europe  and  firms  with  licensing,  manufacturing,  or  joint  ventures  will  prosper  from  a  market 
that  cannot  be  totally  satisfied  by  European  companies.  Market  growth  through  the  year  2000 
will  average  5.2  percent  according  to  the  OECD. 

According  to  the  OECD  study,  the  chief  consumers  of  environmental  equipment  and  services 
are  power  and  water  utilities,  municipalities,  the  mining  industry,  the  chemicals  and  textiles 
industries  and  several  other  traditional  sectors.    Environmental  investment  expenditures  as  a 
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share  of  total  manufacturing  investments  range  from  2  to  4  percent  and  have  decreased  as  a 
share  of  total  investment. 

Again,  according  to  the  OECD  study,  and  the  reports  from  the  USFCS  and  other  federal 
agencies,  the  environmental  market  is  driven  by  enactment  of  laws  related  to  pollution  discharges 
into  the  air,  water,  and  soil.  Although  there  are  geographic  variations  in  many  of  the  provisions 
found  in  the  regulations,  there  has  been  a  consistent  trend  toward  more  stringent  standards.  This 
phenomenon  may  be  attributed  to  a  heightened  awareness  among  the  public  in  Western  Europe 
translated  into  a  small  but  vocal  "Greens"  political  movement  which  spans  national  boundaries. 

The  European  Community  Commission  has  identified  the  environmental  sector  as  one  on  which 
it  will  focus  policy  attention.  U.S.  exporters  must  enter  this  market  early  to  avoid  being 
excluded  from  the  market  by  standards  which  favor  and  regulations  which  favor  European 
technologies.  This  is  particularly  important  in  light  of  the  increasing  number  of  countries  joining 
or  who  wishing  to  join  the  European  Community  (EFTA  countries  and  Eastern  European 
nations).  European  Free  Trade  Association  and  Eastern  European  countries  have  or  plan  to 
adopt  EC  laws,  regulations  and  standards  applicable  to  environment  protection.  With  these  rules 
in  place,  the  market  driving  forces  will  be  virtually  identical  to  those  of  the  EC,  which  may 
result  in  trade  barriers  to  entry  for  American  firms. 

Of  special  concern  to  the  Department  is  the  European  Community's  plans  to  introduce  uniform 
environmental  standards  which  establish  minimum  norms  that  each  EC  member  state  must  . 
Standards  in  and  of  themselves  are  no  cause  for  alarm.  However,  The  Federal  Republic  of 
Germany  which  possesses  the  strictest  environmental  standards  in  the  Community  is  working  to 
have  its  national  norms  adopted  as  the  EC  standard.  What  is  particularly  disturbing  is  that  the 
German  norms  have  embodied  in  them  specifications  for  the  kind  of  technology/equipment  which 
is  permissible  to  meet  the  standards-of  course,  German  equipment.  This  process,  if  carried  out, 
would  establish  a  market  access  barrier  to  U.S.  technology  and  potentially  exclude  American 
firms  from  a  lucrative  market.  ITA  is  working  with  the  United  States  Trade  Representative  and 
other  federal  agencies  to  learn  more  about  the  German  government's  effort  and  will  work  with 
the  U.S.  private  sector  and  the  EC  Commission  to  ensure  that  any  adopted  standard  is  impartial, 
fair  and  allows  U.S.  environmental  firms  to  compete. 

Mexico  &  Latin  America 

We  think  Mexico  represents  the  largest  market  for  environmental  technologies,  equipment,  and 
services  in  Latin  America.  The  government  has  focused  on  the  two  principal  environmental 
problems-air  and  water  pollution-as  the  primary  priorities  for  action.  The  chief  institution 
responsible  for  implementing  and  enforcing  regulations  is  the  Ministry  of  Social  Development 
(SEDESOL),  the  successor  to  SEDUE  (Secretaria  de  Desarollo  Urbano  y  Ecologiaj.The  Mexican 
market  for  environmental  technologies,  equipment,  and  services  is  estimated  at  $1.1  billion  for 
1992.  The  United  States  accounts  for  45  percent  of  the  import  market  for  this  sector;  growth 
rates  are  estimated  at  15-20  percent  per  year  in  1993  &  1994. 
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Mexico  faces  serious  air  pollution  emissions  from  fixed  and  mobile  emission  sources.  In  Mexico 
City,  vehicular  emissions  pose  the  most  serious  health  threat;  pollutants  from  automobile 
exhausts  include  sulfur  dioxide,  nitrous  oxide,  ozone,  carbon  monoxide,  and  particulates.  The 
Mexican  Government  is  committed  to  a  multi-billion  dollar  air  pollution  control  program  that 
emphasizes  the  production  of  clean  fuels,  installation  of  catalytic  converters,  and  improved 
automobile  efficiencies.  Pollution  from  industrial  facilities  stems  from  combustion  of  high-sulfur 
content  fossil  fuels.  As  an  immediate  step,  the  Mexican  Government's  priority  is  to  substitute 
low-sulfur  fuel  oil  and  coal  to  reduce  sulfur  dioxide  and  nitrous  oxide  emissions. 

The  immediate  need  for  new  pollution  control  technologies  unavailable  in  Mexico  represents  an 
important  opportunity  for  U.S.  companies.  New  business  opportunities  will  be  in  the  sale  of  air 
pollution  control  monitoring  equipment,  technologies  for  converting  fuels,  and  air  pollution 
control  and  abatement  systems  for  stationary  pollution  sources  (scrubbers,  bag  filtering  systems 
and  nitrous  oxide  control  systems). 

Water  pollution  also  threatens  municipalities'  ability  to  meet  stricter  water  quality  standards  and 
stretches  the  limits  of  out-of-date  water  treatment  plants  which  must  serve  populations  far  larger 
than  their  original  design  specifications.  Water  conservation  and  plant  modernization  elements 
critical  to  the  government's  plans  to  improve  overall  water  usage  and  quality  throughout  the 
country. 

A  strong  and  growing  market  exists  for  aeration  systems,  chlorinating  equipment,  pumps, 
clarifiers,  cooling  towers,  sludge  filtering  equipment,  water  quality  monitoring  systems,  and 
water  treatment  chemicals.  In  addition,  environmental  consulting  and  engineering  services 
covering  environmental  impact  assessments,  feasibility  studies,  and  systems'  redesign  will  figure 
prominently  in  the  country's  efforts  to  stem  the  tide  of  water-borne  disease  afflicting  many 
communities.  Build,  operate,  and  transfer  options  will  also  be  available  to  American  companies 
that  work  with  municipalities  and  industry  associations  in  the  construction  of  wastewater 
treatment  facilities.  This  will  require  long-term  commitments  on  the  part  of  American  firms 
interested  in  this  work  and  possibly  creative  financing  packages  to  take  advantage  of  the 
opportunities  in  the  water  sector. 

Competition  from  Japan,  Germany,  France,  and  Switzerland  is  strong,  with  the  Japanese 
Government  leading  the  way  in  offering  financial  assistance;  nearly  $4.6  billion  in  loans  and 
credits  have  been  extended  to  the  Mexican  Government  by  Japan's  Export-Import  Bank  to 
address  the  air  pollution  problems  in  Mexico  City.  According  to  a  recent  market  analysis  by 
the  USFCS  in  Mexico  City,  the  United  States  holds  a  26  percent  share  of  the  import  market  for 
environmental  technologies  and  services  in  Mexico  followed  closely  by  Germany  with  a  percent 
share.  In  the  last  two  years,  the  International  Trade  Administration  has  organized  U.S.  company 
participation  in  two  very  successful  trade  missions  (about  20  companies  in  each)  and  two  major 
trade  shows  (35  &  85  companies). 

The  key  Latin  American  markets  outside  of  Mexico  are  Brazil,  Venezuela,  Chile,  Argentina, 
and  Colombia.  These  countries  represent  a  $2  billion  market  in  air  and  water  pollution  control 
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and  abatement  systems,  technologies,  and  services.  The  majority  of  this  market  (70  percent) 
focuses  on  municipal  and  industrial  water  pollution  control,  and  about  40  percent  of  these 
countries'  needs  will  be  met  by  imports  from  industrialized  nations  including  the  United  States. 
Brazil  and  Chile  have  the  most  developed  regulatory  programs  and  are  the  most  markets  in  the 
near-term.  Argentina,  Venezuela,  and  Colombia  are  moving  ahead  with  plans  to  formalize  their 
environmental  institutional  and  regulatory  framework  and  establish  enforceable  regulations  which 
will  generate  demand  for  products  and  services.  As  these  countries  do  not  possess  a  domestic 
environmental  industry,  technology  and  systems  needs  will  have  to  be  met  from  imports. 
Barriers  to  entry  will  be  minimal  because  of  the  pressing  demand  for  improved  air  and  water 
quality,  and  threat  environmentally-related  disease  poses  to  their  economies. 


U.S.  Competitiveness 

The  above  is  an  overview  of  the  existing  and  expanding  opportunities  for  U.S.  exports  in  sector. 
I  would  like  to  now  address  the  second  half  of  this  equation,  U.S.  competitiveness.  The  United 
States  exports  an  estimated  10  percent  of  its  output  in  environmental  technologies,  equipment, 
and  services.  It  currently  enjoys  approximately  $4  billion  trade  surplus  in  trade  in  the 
environmental  sector.  However,  the  industry  is  experiencing  import  penetration  in  waste 
treatment  and  collection  systems  sector  from  European  firms  and,  in  the  air  pollution  control 
sector,  competition  from  Japanese  and  East  Asian  companies  (Taiwan,  Hong  Kong),  the  United 
States  exports  about  16  percent  of  its  production  of  industrial  air  pollution  control  equipment, 
import  penetration  in  this  sector  has  now  reached  26  percent  of  apparent  consumption. 

In  general,  Germany  and  Japan  are  our  two  largest  competitors.  Germany  is  the  world's  leading 
exporter  of  pollution  abatement  equipment  and  is  particularly  strong  in  the  water  treatment 
sector.  Japan  is  a  major  exporter  of  all  pollution  control  products,  and  presents  serious 
competition  in  incineration  technology.  The  Japanese  have  developed  incinerators  that  exceed 
U.S.  technology  both  in  terms  of  capacity  that  can  be  handled  and  the  amount  of  moisture 
content  that  can  be  processed.  Another  Japanese  strength  is  the  country's  ability  to  commercial- 
ize technologies  developed  outside  of  Japan,  often  in  the  United  States. 

The  Japanese  Ministry  of  International  Trade  and  Industry  (MITI)  is  increasing  its  support 
environmental  research  and  development.  Its  R&D  program  is  driving  two  separate  initiatives: 
the  Research  Institute  of  Innovate  Technologies  for  the  Earth  (RITE)  and  the  International  Center 
for  Environmental  Technology  Transfer  (ICETT).  Japan  has  made  it  clear  through  these 
initiatives  that  it  intends  to  establish  the  environmental  industry  as  a  leading  industrial  initiative 
and  its  goal  is  to  capture  market  share  in  key  regions  of  the  world. 

These  organizations  fund  research  in  the  academic  and  private  sectors  and  sponsor  joint 
government-industry  research  consortia.  RITE  is  reputed  to  target  developing  countries  that 
have  serious  environmental  problems  but  cannot  afford  the  extensive  cost  outlays  for  existing 
technology;  RITE  is  reported  to  be  focusing  its  research  on  these  developing  countries  and  may 
work  with  other  MITI  organizations  to  finance  environmental  technology  exports  created  as  a 
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result  of  its  R&D  program,  another  MITI  entity,  the  New  Energy  and  Industrial  Technology 
Development  Organization  (NEDO)  is  responsible  for  integrating  all  MITI  environmental 
technology  research  programs,  including  energy  conservation. 

At  the  Rio  Summit  last  year,  the  Japanese  Government  pledged  $8  billion  to  developing 
countries  to  protect  their  environments  over  the  next  five  years.  And  to  help  build  markets  for 
its  pollution  control  technology,  Japan's  ICETT  will  train  10,000  developing  country  officials 
over  the  next  ten  years  in  energy  issues  and  pollution  control  technology. 

Germany,  too,  is  increasing  its  environmental  assistance  to  developing  countries.  In  an  effort 
to  boost  exports  of  pollution  control  technologies  and  to  improve  environmental  conditions  in 
developing  countries.  This  strategy  is  being  carried  out  through  technical  assistance  projects 
including  training  foreign  government  officials,  performing  prefeasibility  studies,  donating 
equipment,  and  offering  technical  advice. 

The  German  Ministry  for  Research  and  Technology  (BMFT)  is  promoting  environmental 
research  and  increasing  funding  at  the  expense  of  its  nuclear  R&D  program.  The  BMFT's 
budget  allocates  $707.5  million  to  environmental  research-including  environmental  technology, 
ecological,  climate  and  atmospheric  research,  and  renewable  energy  sources-a  marginal  increase 
of  2.8  percent  from  the  1992  budget.  In  addition,  the  BMFT  has  established  five  new  research 
facilities  in  eastern  Germany.  In  January,  the  Research  Center  at  Leipzig-Halle  opened  with  an 
initial  focus  on  developing  strategies  for  environmentally  benign  processes.  The  BMFT  is  also 
funding  "Biotechnology  2000",  a  five-year  project  designed  to  reduce  waste  production  and 
develop  new  processes  for  cleaning  soil  and  waste  water.  Funding  for  this  initiative  is  $31.3 
million;  it  calls  for  cooperative  arrangements  between  German  research  facilities  and  private 
companies  for  eastern  Germany,  and  even  stresses  cooperation  with  American  companies. 

Environmental  assistance  to  developing  countries  will  remain  a  prominent  feature  of  German 
Japanese  marketing  strategies.  By  setting  the  conditions  for  LDC  demand  for  environmental 
technologies,  assistance  from  environmental  and  technical  experts  from  Bonn  and  Tokyo  will 
help  shape  future  environmental  equipment  purchases  by  developing  countries.  The  "carrot  and 
stick"  aspects  of  foreign  aid  may  also  be  employed  to  steer  large  environmental  contracts—such 
as  those  to  build  cleaner  power  plants,  for  example-toward  domestic  suppliers.  These  trends 
will  translate  into  increasingly  competitive  markets  for  U.S.  firms  vying  with  German  and 
Japanese  firms  for  market  share  in  the  environmental  sector.  If  German  or  Japanese  technology 
development  plans  succeed  and  are  commercialized  before  those  of  U.S.  competitors,  market 
opportunities  for  U.S.  firms  will  be  lost. 


Supporting  the  Environmental  Industry  -  The  Department's  Role 

The  International  Trade  Administration  is  responsible  for  the  environmental  industry  with  regard 
to  trade  promotion  and  plays  a  major  role  in  policy  activities.  Our  promotion  activities  are 
spearheaded  by  the  environment  division  of  our  Trade  Development  unit.    There  are  several 
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distinct  yet  interrelated  elements  to  our  trade  promotion  role.  Our  trade  specialists  have  and 
continue  to  identify  opportunities  for  U.S.  environmental  technologies  in  existing  and  emerging 
foreign  markets.  We  utilize  a  number  of  techniques  to  help  U.S.  industry  capitalize  on  these 
opportunities.  We  use  traditional  market  promotion  techniques  --  trade  missions,  trade 
exhibitions,  seminars/conferences  --  and  recently  have  introduced  a  new  initiative  to  combine 
technical/educational  seminars  with  a  business-to-business  forum  designed  to  match  U.S. 
environmental  technology  suppliers  with  foreign  customers.  Since  1989,  when  the  industry's 
interest  in  foreign  markets  accelerated,  the  ITA  has  organized  more  than  thirty  successful 
environmental  trade  events  in  Eastern  Europe,  Mexico,  Brazil,  the  ASEAN  Region,  East  Asia, 
and  the  former  eastern  Germany.  A  list  of  these  events  is  attached.  We  plan  to  expand  this 
effort  with  an  ambitious  program  covering  the  NTS  countries,  including  Russia,  the  People's 
Republic  of  China,  and  Latin  America. 

Additionally,  we  provide  extensive  business  counselling  assistance  by  international  trade 
specialists  in  the  environmental  sector.  These  specialists  also  participate  in  industry  conferences 
and  seminars  as  part  of  our  industry  outreach  program,  and  assist  industry  educational  and 
technical  institutions  in  their  efforts  to  introduce  American  environmental  technologies  in  foreign 
countries. 

Often,  this  is  done  in  conjunction  with  another  federal  agency  such  as  the  Trade  &  Development 
Agency.  For  example,  in  March,  the  Air  &  Waste  Management  Association,  with  the  United 
Nations  Industrial  Development  Organization  (UNIDO),  and  the  Trade  Development  Agency, 
will  host  a  conference  in  Budapest,  Hungary  on  "Developing  a  Pollution  Control  Industry 
Serving  the  Central  European  Metallurgical  Industries."  The  Department  will  send  a 
representative  to  participate  in  the  conference  and  address  American  companies  on  export 
assistance  programs  from  the  International  Trade  Administration.  We  are  also  working  with  the 
Air  &  Waste  Management  Association  along  with  other  industry  groups  to  publicize  the 
opportunities  for  U.S.  environmental  technologies  around  the  world  and  encourage  them  to 
participate  in  our  export  assistance  programs. 

In  addition  to  programs  designed  specifically  for  the  environment  sector,  the  ITA  has  a  range 
of  generic  export  assistance  services  which  are  suited  to  the  environmental  sector  which  are 
available  to  U.S.  firms  through  the  more  than  50  district  offices  in  the  U.S.,  and  over  130 
offices  of  the  U.S.  and  Foreign  Commercial  Service.  USFCS  international  trade  specialists  and 
commercial  officers  are  dedicated  to  providing  extensive  export  counselling,  information,  and 
business  facilitation  support  to  U.S.  companies  USFCS  posts  overseas  also  provide  advocacy 
support  of  U.S.  environmental  firms  bidding  on  major  foreign  environmental  projects.  USFCS 
works  in  concert  with  other  ITA  units  -  Trade  Development  and  International  Economic  Policy  - 
to  provide  a  full  range  of  market  and  industry  expertise  and  support  to  U.S.  environmental 
firms.    Specific  services  include: 


trade  opportunity  notices  available  from  our  electronic  bulletin  board 

more  than  250  market  research  reports  and  commercial  intelligence  information  included 

in  the  National  Trade  Data  Bank  (NTDB) 
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•  the  Agent/Distributor  Service  for  in-country  representation 

•  the  Comparison  Shoppers'  survey  for  tailored,  product-specific  market  studies 

•  specialized  Matchmaker  events  designed  for  new-to-market  and  new-to-export  companies 

•  technical  sales  seminars/conferences  with  specific  environmental  themes  organized  by 
the  U.S.  &  Foreign  Commercial  Service 

•  specialized  counselling  and  information  assistance  from  the  ITA's  Trade  Information 
Center,  the  East  European  Business  Information  Center,  and  the  Business  Center  for  the 
Newly  Independent  States  (EEBIC  &  BISNIS) 

•  industry  outreach  programs  conducted  by  ITA's  52  field  offices  throughout  the  country 
and  by  the  Foreign  Commercial  Service's  130  offices  throughout  the  world 

These  are  just  a  few  of  the  better-known  programs  that  are  especially  useful  to  the  small  to 
medium-sized  exporter  and  at  low  cost. 

ITA's,  International  Economic  Policy  (IEP)  unit,  also  offers  U.S.  companies  business 
counselling  to  U.S.  environmental  companies  from  a  country  perspective.  The  Assistant 
Secretary  for  IEP  serves  as  cochair  with  the  Agency  for  International  Development's  Assistant 
Administrator  for  Asia  on  the  Trade  Promotion  Coordinating  Committee's  Working  Group  for 
the  U.S. -Asia  Environmental  Partnership  (US-AEP).  This  effort  brings  together  the  American 
business  community,  government  agencies  and  non-governmental  organizations  in  a  partnership 
with  our  Asian  counterparts.  The  U.S.-AEP  is  a  comprehensive  technology,  equipment,  and 
services  initiative  designed  to  address  the  region's  serious  environmental  problems,  assist  in 
institution  building,  and  take  advantage  of  promising  markets  emerging  as  a  result  of  strict 
environmental  legislation  and  enforcement.  The  US-AEP  specifically  addresses  the  need  to 
create  employment  in  a  technology  sector  recognized  as  one  in  which  the  United  States  has  a 
comparative  advantage.  The  US-AEP  plans  to  position  USFCS  personnel  in  targeted  AEP 
countries  who  will  be  assigned  exclusively  to  assist  companies  in  the  environmental  sector. 

The  Agency  for  International  Development  and  ITA  will  sign  a  Memorandum  of  Understanding 
for  the  management  of  the  US-AEP's  overseas  marketing  activities.  AID  will  transfer  funds  to 
ITA  ($1.5  million)  to  hire  environment  marketing  personnel  in  nine  Asian  countries  and  the 
Asian  Development  Bank.  All  will  be  under  the  direct  supervision  of  the  USFCS  senior 
commercial  officer.  The  various  US-AEP  programs  in  each  country  will  be  coordinated  by  a 
steering  committee  chaired  by  the  senior  commercial  officer  (co-chaired  in  those  countries  where 
AID  has  a  mission). 

The  National  Oceanic  and  Atmospheric  Administration  also  participates  in  this  activity  offering 
its  expertise  in  monitoring  air  and  water  pollution  using  its  facilities  and  technologies  it  has 
developed  to  carry  out  its  mission.  With  NOAA,  the  International  Trade  Administration  is 
working  on  a  Departmental  initiative,  the  National  Environmental  Technologies  Trade  Initiative 
(NETTi).  Deputy  Under  Secretary  Josephson  has  already  discussed  this  initiative  so  I  won't  go 
into  any  detail  on  the  NETTI  other  than  to  point  out  this  a  joint  effort  to  use  all  of  the 
Department's  resources  to  support  the  environmental  sector. 


11 


58 


Another  TPCC  Working  Group  -  Energy,  Environment,  and  Infrastructure  -  is  chaired  by  the 
Deputy  Assistant  Secretary  for  Basic  Industries  and  is  responsible  for  coordinating  intergovern- 
mental planning  and  implementation  of  environmental  market  development  programs  in  targeted 
markets. 

In  May  1990,  President  Bush  created  the  cabinet-level  Trade  Promotion  Coordinating  Committee 
which  is  composed  of  19  federal  agencies.  The  TPCC  is  chaired  by  the  Secretary  of  Commerce 
in  October  1992,  President  Bush  signed  into  law  the  Export  Enhancement  Act  of  1992  (Public 
Law  102-429)  which,  in  effect,  requires  the  President  to  reconstitute  the  TPCC.  The  act 
designated  the  Secretary  of  Commerce  as  the  Chairperson,  designated  the  core  member  agencies 
and  left,  to  the  discretion  of  the  President,  the  appointment  of  other  members.  The  TPCC  is 
charged  with  unifying  and  streamlining  federal  trade  promotion  resources.  Today,  13  TPCC 
working  groups  exist,  most  of  which,  are  chaired  by  Department  of  Commerce.  The  TPCC's 
strategy  is  three- fold: 

•  to  increase  the  coordination  and  communication  between  TPCC  agency  members; 

•  to  educate  the  U.S.  business  community  on  the  USG's  trade  promotion  programs;  and 

•  to  provide  the  U.S.  business  community  with  easy  access  to  those  programs. 

On  November  12,  1991,  the  United  States  and  Mexican  Governments  signed  a  memorandum  of 
understanding  which  launched  the  United  States-Mexico  Environmental  Business  Committee 
(EBC).  The  EBC  was  created  under  the  auspices  of  the  Joint  Commission  on  Investment  and 
Trade  (JCIT).  The  committee  is  composed  of  an  equal  number  of  U.S.  environmental 
companies  and  Mexican  firms  and  private  sector  organizations  who  can  benefit  from  American 
expertise  in  the  environmental  sector.  The  U.S.  side  is  chaired  by  the  Minister-Counsellor  for 
Commercial  Affairs  at  the  U.S.  embassy  in  Mexico  City  and  is  supported  by  the  Agency  for 
International  Development  Environmental  Program  in  Mexico. 

The  committee's  objective  is  to  achieve  a  multiplier  effect  in  providing  access  to  a  broad  range 
of  expertise  represented  by  the  U.S.  member  companies.  This  effort,  which  began  with  the  first 
official  meeting  in  January  1992,  includes  training  seminars,  exhibitions,  technology  exchanges 
and  other  programs  which  address  environmental  issues  relevant  to  the  United  States  and 
Mexican  businesses. 

The  EBC  is  a  continuing  effort  to  bring  together  U.S.  and  Mexican  government  and  private 
sector  representatives  in  a  partnership  to  provide  an  active  exchange  and  define  the  most 
effective  and  cost  efficient  means  to  solve  Mexico's  environmental  problems. 

Environmental  Policy 

Through  its  International  Trade  Administration,  Commerce  is  actively  involved  in  domestic  and 
international  environmental  issues  which  affect  U.S.  industry's  competitiveness.  ITA  is  involved 
in  the  interagency  policy  coordinating  committee  process  to  develop  United  States  Government 
(USG)  positions  for  international  environmental  meetings  and  treaty  negotiations.    ITA  was 
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involved  in  preparations  for  the  United  Nations  Conference  on  Environment  and  Development 
(UNCED)  held  in  Rio  last  June.  The  Department  is  taking  an  active  role  in  the  UNCED  follow- 
up  process  including  the  creation  of  the  Commission  on  Sustainable  Development  (CSD). 

The  ITA  is  an  active  participant  in  the  Montreal  Protocol  to  the  Vienna  Convention  on 
Substances  that  Deplete  the  Ozone  Layer  and  the  Basel  Convention  on  Transborder  Movement 
of  Hazardous  and  Other  Wastes  and  Their  Disposal. 

ITA  also  works  with  various  OECD  environmental  working  groups  including  the  OECD  Waste 
Management  Policy  Group,  the  OECD  Pollution  Prevention  and  Control  Group  and  the 
Technology  and  Environment  Group,  as  well  as  the  OECD  Trade  And  Environment  Group. 

The  Department  has  also  been  an  active  participant  in  the  Organization  for  Economic 
Cooperation  and  Development  (OECD)  and  the  General  Agreement  on  Tariffs  and  Trade 
(GATT)  Working  Groups  on  Trade  and  Environment.  International  agreements  increasingly  are 
recognizing  the  relationship  of  trade  and  environmental  compliance  issues.  Both  OECD  and  the 
GATT  recognize  that  there  are  environmental  issues  that  trade  negotiators  should  keep  in  mind 
when  negotiating  international  agreements.  The  Department,  with  both  environmental,  as  well 
as  trade  expertise  has  played  a  significant  role  in  molding  a  coherent  USG  position  on  this  timely 
and  complex  issue. 

We  are  also  engaged  in  the  International  Negotiating  Committee  for  a  Framework  Convention 
on  Climate  Change  (INC)  negotiations.  Worldwide  efforts  to  address  global  climate  change  will 
present  both  opportunities  and  challenges  for  U.S.  business.  Efforts  to  reduce  emissions  of 
greenhouse  gases  should  create  opportunities  for  sales  of  more  energy  efficient  industrial 
equipment  of  many  types,  as  well  as  for  renewable  energy  technologies  and  equipment.  But 
industries  will  be  challenged  to  improve  their  energy  efficiency  and  reduce  pollution;  those  that 
fail  to  do  so  are  likely  to  face  growing  competition,  both  domestically  and  internationally. 

ITA  has  also  been  involved  in  the  United  Nations'  Economic  Commission  for  Europe  (ECE) 
Long  Range  Transboundary  Air  Pollution  Convention.  As  a  leader  in  controlling  air  pollution, 
the  United  States  has  considerable  expertise  in  addressing  air  pollution  problems.  The  U.S.  was 
the  first  country  to  introduce  economic  instruments,  such  as  tradeable  permits  and  air  quality 
bubbles  to  address  air  pollution  problems.  Furthermore,  by  participating  in  the  ECE  the  United 
States  can  pressure  some  of  our  major  trading  partners  to  adopt  environmental  regulations  more 
like  ours  and  preclude  the  adoption  of  rigid  technical  standards  that  would  limit  U.S.  exports  of 
environmental  technology,  equipment,  and  services. 


13 


60 


Conclusion 

The  environmental  industry  has  excellent  potential  for  expanding  exports.  The  Depart- 
ment, working  with  representative  trade  and  industry  groups,  educational  institutions, 
nongovernmental  groups,  and  other  federal  agencies  has  worked  diligently  to  take 
advantage  of  our  competitive  position  in  this  sector.  We  believe  that  by  promoting 
environmental  technologies,  products,  and  services  we  can  make  a  significant  contribution 
to  creating  jobs  in  an  industry  where  strong  demand  overseas  will  continue  into  the  next 
century. 

Mr.  Chairman,  Mr.  Vice-Chairman,  and  members  of  the  Committee,  thank  you  for  the 
opportunity  to  testify  today. 
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STATEMENT  OF 

DIANA  JOSEPHSON 

DEPUTY  UNDER  SECRETARY 

FOR  OCEANS  AND  ATMOSPHERE 

NATIONAL  OCEANIC  AND  ATMOSPHERIC  ADMINISTRATION 

0.8.  DEPARTMENT  OF  COMMERCE 

BEFORE  THE  SUBCOMMITTEE  ON 

ENVIRONMENT  AND  NATURAL  RESOURCES 

OF  THE  COMMITTEE  ON 

MERCHANT  MARINE  AND  FISHERIES 

U.S.  HOUSE  OF  REPRESENTATIVES 

FEBRUARY  25,  1993 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  especially  pleased  to  appear  at  one  of  the  first  hearings  of 

this  newly  created  subcommittee.   I  can  tell  you  that  it  is  good 

to  be  here  and  I  look  forward  to  working  with  you  and  my  NOAA 

colleagues. 

Today's  hearing  is  important  and  timely.   As  President  Clinton 
has  repeatedly  stressed,  jobs  and  environmental  protection  are 
not  in  competition.   Rather,  it  is  widely  recognized  that 
environmental  protection  has  numerous  economic  benefits.   This  is 
the  premise  on  which  your  Committee  has  organized  this  hearing. 

We  believe  that  NOAA  can  contribute  to  the  Department's  important 
role  in  promoting  exports  of  U.S.  environmental  technologies  and 
would  like  to  assist  your  deliberations  by: 
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(1)  familiarizing  you  with  some  of  the  equipment  for  oceanic  and 
atmospheric  monitoring,  prediction  and  clean-up  which  is 
commercially  available  from  U.S.  manufacturers;  (2)  discussing 
the  important  role  of  capacity  building,  training  and  the 
transfer  of  "know-how"  in  expanding  U.S.  markets;  (3)  identifying 
a  few  existing  U.S.  government  programs  which  provide 
environmental  technologies  to  foreign  markets;  and  (4)  offering  a 
few  suggestions  regarding  the  possible  proposal  to  promote 
exports  of  environmental  technology,  as  mentioned  in  the  letter 
of  invitation. 

Before  addressing  these  areas,  Mr.  Chairman,  allow  me  to  make 
three  points  about  NOAA's  role  in  creating  demand  in  foreign 
markets  through  its  research  and  monitoring  programs.   First,  our 
scientific  research  demonstrates  to  foreign  nations  and 
corporations  the  existence  of  environmental  problems  by 
identifying  the  effects  of  their  actions  on  Earth  systems. 
Second,  NOAA's  scientific  programs  demonstrate  that  these 
problems  can  be  rationally  addressed,  thereby  giving  the 
confidence  to  proceed  with  sensible  remedial  or  preventative 
steps.   Finally,  NOAA's  science  provides  the  world  with 
sophisticated  tools  for  use  in  attaining  sustainable  development. 
As  a  result,  NOAA  helps  generate  a  demand  in  foreign  markets  for 
U.S.  environmental  technology.   This  reflects  an  important  NOAA 
contribution  to  the  vigor  of  the  U.S.  economy. 
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Available  Technologies 

Foreign  markets  already  exist  but  can  be  expanded  for  several 
weather  detection  and  observing  technologies  developed  in  the 
United  States.   Foremost  among  these  technologies  are  the 
following: 

o  Next  Generation  Weather  Radar  (NEXRAD) ,  which  is  the 
world's  most  advanced  Doppler  weather  radar  system. 
Privately  produced  commercial  weather  products  which  are 
available  for  sale  both  internationally  and  domestically 
utilize  significantly  improved  meteorological  data 
provided  by  NEXRAD.   The  NEXRAD  technology  itself  can  be 
sold  to  other  countries  with  a  sizeable  economic  gain  for 
U.S.  firms. 

o  Automated  Surface  Observing  Systems  (ASOS)  which  reduce 
time-consuming  manual  weather  observations  and  increase 
staff  productivity.   Private  firms  have  used  ASOS  for 
site  environmental  monitoring.   ASOS  is  a  leading 
technology  suitable  for  marketing  to  foreign  countries 
and  firms. 

o  Advanced  Weather  Interactive  Processing  System  (AWIPS) , 
which  enables  local  forecasters  to  integrate  and  process 
GOES  satellite,  radar,  upper  air  and  surface  observation 
data  and  guidance  information.   It  will  provide  a 
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communications  capability  to  collect,  integrate,  and 
distribute  data  to  the  National  Weather  Service  and  to 
other  users  such  as  civil  defense  and  companies  that 
redistribute  the  data  to  radio,  television,  etc.   Once 
developed  and  proven,  AWIPS  workstations  and  software 
could  be  sold  to  other  countries  and  produce  significant 
economic  benefits  for  U.S.  firms. 

o  Geostationary  Operational  Environmental  Satellite  (GOES) 
whose  successful  use  by  NOAA  lead  to  development  of  a 
modified  version  by  a  U.S.  contractor  that  was  sold  to 
the  Japanese.   The  market  for  these  satellites  is 
limited. 

o  NOAA's  environmental  satellites  which  permit  the  real- 
time dissemination  of  satellite  images  and  other  products 
to  the  global  community.   The  GOES  Weather  Facsimile 
(WEFAX)  system  broadcasts  weather  images  and  forecast 
charts  to  the  Western  Hemisphere  and  is  the  only  source 
of  satellite  weather  data  for  many  Central  and  South 
American  countries.   Several  thousand  direct-readout 
(receive)  stations  for  these  NOAA  services  have  already 
been  built  in  foreign  markets. 

NOAA's  oceanic  and  atmospheric  research  programs  have  developed 
several  products  which  have  been  transferred  to  the  private 
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sector  and  could  be  marketed  abroad.   These  include  the 
following: 

o  Coastal  numerical  models  developed  by  the  Geophysical 
Fluid  Dynamics  Laboratory  to  predict  trajectories  of 
spills  and  contaminants  in  the  ocean. 

o  Models  to  minimize  environmental  damage  by  guiding 
placement  of  waste  discharges  in  the  atmosphere  and  in 
U.S.  coastal  waters.   The  models,  developed  by  NOAA's  Air 
Resources  Laboratory,  are  used  by  domestic  industries  and 
the  Environmental  Protection  Agency.   Both  the  models  and 
the  scientific  expertise  that  created  them  could  be 
marketed  globally. 

o  A  low-cost  acoustic  system  for  tracking  outfall  or  sewage 
waste  plumes  used  by  municipal  governments  on  issues 
related  to  wastewater.   The  system  was  developed  by 
NOAA's  Atlantic  Oceanographic  and  Meteorological 
Laboratory . 

o  Coastal  ocean  surface  radar,  developed  by  NOAA's  Wave 
Propagation  Laboratory  (WPL) ,  to  help  maritime  commerce 
and  recreational  boating  determine  surface  currents. 
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o  The  Radio  Acoustic  Sounding  System,  also  developed  by 
WPL,  which  senses  temperature  profiles  of  the  atmosphere 
based  on  sound  propagation.   A  private  firm  is  currently 
producing  several  systems. 

o  The  Oceanographic  Buoy  Systems,  developed  by  the  Pacific 
Marine  Environmental  Laboratory  to  study  ocean 
circulation.   Several  U.S.  companies  now  manufacture  this 
system. 

Various  technologies  with  export  potential  have  resulted  from 
NOAA'  National  Sea  Grant  College  Program.   These  technologies  are 
used  to: 

o  Preserve  fish,  extend  shelf  life  and  increase  by-product 
recovery. 

o  Evaluate  pile  shaft  behavior  of  offshore  platform  pilings 
at  lower  cost  than  other  methods. 

o  Produce  industrial  polymers,  for  example  carrageenan,  for 
use  in  food  processing  and  pharmaceuticals. 

o  Extract  high  guality  chitosan  from  shellfish.   Chitosan 
can  be  used  in  agricultural  products,  cosmetics,  food, 
beverages  and  in  medical  products  such  as  dissolving 


67 


7 
sutures.   Industry  analysts  predict  a  $700  million 
industry  by  the  year  2000. 

o  Identify  ciquatoxin,  potentially  fatal  to  humans,  in 

tropical  fish  through  the  use  of  an  inexpensive  test.   A 
kit  is  now  being  produced  commercially  by  a  firm  in 
Hawaii. 

NOAA's  Coastal  Ocean  Program  has  supported  the  development  of 
several  environmental  prediction  tools  having  the  potential  for 
international  scientific  and  resource  management  application. 
These  technologies  include: 

o  A  method  which  utilizes  available  satellite  and  aerial 

imagery  to  map  coastal  habitats  and  determine  changes  over 
time.   This  technology  will  facilitate  habitat  analyses 
and  management. 

o  NOAA's  CoastWatch  network  which  uses  remote  sensing, 
communications,  and  data  management  technologies  for 
scientific  and  resource  management  applications  in 
coastal  areas.   Scientists  from  Saudia  Arabia,  Japan,  the 
Peoples  Republic  of  China,  and  several  European  nations 
have  worked  with  NOAA  staff  on  adapting  CoastWatch 
technologies,  acquiring  hardware  and  software,  and 
developing  joint  environmental  research  programs. 
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o  An  improved  coastal  water  quality  model  linking  point  and 
nonpoint  nutrient  loads  to  their  impact  on  coastal  algal 
blooms  and  oxygen  depletion  which  threaten  fisheries. 
This  technology  will  improve  the  effectiveness  of 
pollution  control  measures. 

Technologies  developed  by  NOAA's  National  Marine  Fisheries 
Service  that  can  be  marketed  abroad  include: 

o  Revolutionary  techniques  for  growing  algal  culture  for 
use  in  commercial  aquaculture.   These  techniques  are  used 
extensively  by  the  domestic  and  foreign  aquaculture 
industry. 

o  Analytical  techniques  to  detect  organic  contaminants, 
biotoxins,  pathogenic  bacteria  and  viruses. 

New  technologies  resulting  from  programs  administered  by  NOAA's 
National  Ocean  Service  include: 

o  The  Computer  Aided  Management  of  Emergency  Operations 
(CAMEO) ,  a  system  developed  in  conjunction  with  EPA  to 
assist  emergency  personnel  to  plan  for  and  respond  to 
chemical  accidents.   Two  powerful  new  versions  of  the 
NOAA/EPA  chemical  emergency  planning  and  response 
software  have  been  released:   CAMEO™  3.0  and  the 
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ALOHA™  5.0  air  dispersion  model.   These  products  are  used 
by  over  5,000  emergency  response  and  planning 
organizations  in  the  United  States,  Canada,  Great 
Britain,  France,  Sweden,  China,  and  Australia. 

o  The  Next  Generation  Water  Level  Measurement  Systems  which 
collect,  process,  analyze  and  disseminate  water  level 
data  in  real  time  to  improve  the  safety  and  efficiency  of 
maritime  operations.   This  is  now  marketed  through  a 
Maryland  company  and  has  been  sold  in  Australia,  China 
and  India. 

o  The  Physical  Oceanographic  Real-Time  System  (PORTS) ,  a 
state-of-the-art  digital  system  for  real-time  measurement 
and  analysis  of  current,  water  level,  and  meteorological 
information.   PORTS  improves  marine  navigation  safety  and 
increases  the  competitiveness  of  U.S.  commercial  shipping 
interests.   The  technology  has  been  developed  and 
implemented  operationally  by  NOAA  using  off-the-shelf 
commercial  equipment.   PORTS  technology  can  be  exported 
to  improve  navigation  safety  in  foreign  ports; 
information  on  PORTS  has  already  been  exchanged  with 
Korea,  United  Kingdom,  and  Germany. 
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o  The  Automated  Nautical  Charting  System  which  will  help  to 
revolutionize  marine  transportation  through  the  use  of 
digital  nautical  charts. 

o  Several  Small  Business  Innovation  and  Research  (SBIR) 
projects  such  as:   a  portable  radiometer  for  measuring 
atmospheric  water  vapor;  techniques  for  precise  platform 
positioning  using  the  Global  Positioning  System;  oceanic 
fiber  optic  chemical  sensors;  lobster  holding  and 
culturing  techniques;  low-cost  high  resolution  picture 
transmission  readout  stations  for  polar  orbiting 
satellite  image  transmission;  and  a  low-cost  airborne 
phytoplankton  sensor. 

o  NOAA's  HAZMAT  oil  spill  trajectory  model.   Workshops  on 
using  the  model  have  been  attended  by  an  international 
audience  including  participants  from  Kuwait,  Canada, 
China,  and  England. 

o  NOAA's  Coastal  Ocean  Management,  Planning,  and  Assessment 
System  (COMPAS)  which  brings  existing  but  disparate 
information  into  one  computer  environment  and  simplifies 
the  transfer  of  information  to  resource  decision  makers, 
enabling  more  accurate  and  consistent  decisions. 
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Satellite  and  information  related  technologies  that  may  be 
offered  in  foreign  markets  include: 

o  Software  for  producing  environmental  products  from 

satellite  data.   The  software  can  be  modified  by  private 
sector  companies  to  produce  new  and  unigue  applications 
or  products. 

o  New  advanced  technology  platforms  to  improve  performance 
of  automated  remote  data  collection  systems.   NOAA's 
participation  in  the  coordination  of  the  global  remote 
data  collection  technology  will  make  this  technology, 
marketed  by  U.S.  companies  the  newest  and  the  best. 

o  Information  services  and  support  data  to  improve  climate 
and  weather  information.  These  services,  available  from 
NOAA,  can  assist  in  crop  modeling  for  food  production. 

As  you  can  see  from  this  lengthy  and  diverse  list,  NOAA  has 
developed  directly,  or  in  cooperation  with  the  private  sector  and 
the  academic  community,  numerous  products  and  technologies  which 
have  or  could  find  markets  overseas.   Not  surprisingly,  these 
products  are  related  to  NOAA's  mission.   Most  enhance  our  ability 
to  monitor,  understand  and  predict  our  environment.   Others  are 
related  to  NOAA's  natural  resource  stewardship  role. 
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Capacity  Building 

Training  is  an  important  but  often  unrecognized  aspect  of  an 
effective  national  technology  export  policy.   Explanations  of  the 
use  and  advantages  of  sophisticated  technologies  expands  markets 
for  U.S.  products. 

The  recently  concluded  United  Nations  Conference  on  Environment 
and  Development  (UNCED)  highlighted  the  global  need  for 
technology  cooperation  on  environmentally  sound  technologies. 
Some  key  UNCED  objectives,  endorsed  by  the  United  States,  to 
achieve  such  global  cooperation  include: 

o  Ensuring  that  developing  countries  have  access  to 
scientific  and  technological  information,  including 
information  on  state-of-the-art  technologies. 

o  Promoting  access  to  and  transfer  of  environmentally  sound 
technologies  and  corresponding  know-how  to  developing 
nations. 

o  Supporting  endogenous  capacity  building  to  help 
developing  countries  utilize  environmentally  sound 
technologies . 
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o  Promoting  long-term  technological  partnerships  between 
manufacturers  and  potential  users  of  environmentally 
sound  technologies. 

NOAA's  science,  technology  and  natural  resource  conservation 
training  and  education  activities,  which  are  integral  to  our 
overall  mission,  also  provide  an  important  contribution  to  help 
achieve  UNCED's  objectives. 

I  would  like  to  discuss  several  examples. 

o  Sea  Grant:   The  National  Sea  Grant  College  Program  has 
been  particularly  successful  in  transferring  U.S. 
environmental  technologies,  primarily  through  cooperative 
international  research  and  international  technical 
assistance  and  educational  activities.   Furthermore,  the 
more  than  300  educational  institutions  participating  in 
the  Sea  Grant  network  serve  as  a  resource  available  to 
other  Federal  agencies  for  international  initiatives 
related  to  ocean  and  coastal  resource  research, 
education,  and  technology  transfer.   Placement  of  Sea 
Grant  graduates  in  industry,  academia  and  government  is 
another  effective  method  of  technology  transfer. 

o  Joint  Institutes:   NOAA  sponsors  Joint  Institutes  (JIs) 
with  several  national  universities.   These  programs 
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conduct  research  and  training  for  U.S.  and  foreign 
nationals  covering  a  wide  suite  of  science  and  technology 
issues.   Individual  JI  charters  are  determined  by  the 
expertise  of  the  NOAA  facility  and  the  partner 
university. 

o  Post-Doctoral  Program:   Foreign  students  conduct  research 
and  develop  technologies  with  assistance  from  the 
National  Research  Council  Post-Doctoral  Program  which  is 
sponsored  by  NOAA. 

o  United  Nations  Environment  Program  (UNEP)  Coastal  Zone 
Management  Training:   NOAA  is  presently  collaborating 
with  the  Army  Corps  of  Engineers  and  the  University  of 
Rhode  Island  Coastal  Resources  Center  to  develop  and 
provide  training  in  coastal  resource  management  for  UNEP 
in  Nairobi. 

o  World  Meteorological  Organization  (WMO) :   NOAA/NWS 

participates  in  the  WMO's  Voluntary  Cooperation  Program 
which  provides  basic  and  advanced  training  in  meteorology 
and  related  fields  for  foreign  nationals. 

o  Satellite  Applications:   NOAA/NESDIS  conducts  satellite 
data  interpretation  and  application  training  courses  for 
foreign  nationals  in  a  wide  variety  of  areas  such  as 
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hydrology,  agrometeorology,  and  meteorology  at  its 
Satellite  Applications  Laboratory.   Workshops  have  been 
co-sponsored  by  the  United  States  Agency  for 
International  Development  (AID) ,  the  United  Nations 
Environment  Program,  the  United  Nations  Economic  and 
Social  Commission  for  Asia  and  the  Pacific,  and  various 
foreign  governments. 

o  Selective  fishing  gear:   NOAA,  in  cooperation  with  AID, 
conducts  foreign  training  programs  on  the  use  of  fishing 
technology. 

o  International  Oceanographic  Commission/Training, 

Education,  and  Mutual  Assistance  Program  IOC/TEMA:   NOAA 
participates  in  the  IOC's  Training,  Education,  and  Mutual 
Assistance  Program  (TEMA) .   This  program  develops  marine 
scientific  and  technological  training  worldwide. 

o  Global  Environment  Facility  (GEF)  Projects:   NOAA  is 
helping  developing  countries  enhance  their  marine 
environmental  monitoring  capabilities  through  GEF 
projects.   This  is  being  funded  through  the  World  Bank. 
Plans  for  GEF  marine  ecosystem  monitoring  in  Africa  and 
Asia  involve  many  NOAA  scientists  in  consultatory  and 
training  roles,  and  will  require  the  use  of  U.S.  designed 
and  manufactured  marine  monitoring  equipment.   In 
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addition,  NOAA  can  train  foreign  scientists  concerning 
state-of-the-art  monitoring  techniques.   These  projects 
will  help  set  the  stage  for  additional  exports  of  NOAA 
technical  expertise  and  equipment  to  other  regions  of  the 
world. 

o  Aquaculture:   Advanced  training  in  the  science  and 
application  of  aquaculture  to  commercial  endeavors  is 
routinely  provided  by  the  National  Marine  Fisheries 
Service.   Scientists  and  managers  from  such  countries  as 
China,  Portugal  and  Japan  undergo  intensive  training  at 
NOAA  laboratories  in  the  latest  technological 
breakthroughs  in  commercial  aquaculture. 

o  U.S.  Environmental  Training  Institute  (USETI) :   The  USETI 
promotes  the  transfer  of  environmentally  sound  technology 
and  management  principles  by  providing  training  courses 
to  qualified  public  and  private  sector  officials  from 
less  developed  countries.   It  reflects  a  joint  effort 
between  the  U.S.  environmental  industry  and  the  Federal 
government.   NOAA  has  been  a  focal  point  for  working  with 
USETI  and  providing  third  world  country  environmental 
researchers,  science  managers  and  administrators  access 
to  NOAA-sponsored  technology  courses. 
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o  Capacity  21:   NOAA  is  currently  evaluating  future 
involvement  in  Capacity  21,  the  United  Nations 
Development  Program's  post-UNCED  initiative  to  develop 
skills  and  expertise  needed  to  manage  the  environment  and 
natural  resources  in  a  sustainable  manner. 

U.S.  Government  Programs 

NOAA  already  participates  in  several  Department  of  Commerce 
programs  and  is  ready  to  initiate  new  undertakings  in  close 
cooperation  with  our  fellow  Commerce  agencies.   The  Commerce 
Department  leads  two  initiatives  to  promote  the  sharing  of  U.S. 
industries'  world-class  environmental  technologies: 

-  the  National  Environmental  Technologies  Trade 

Initiative  (NETTI) ;  and 

-  the  Private  Enterprise  and  Government  Interaction 

Working  Group  (PEGI) . 

NOAA  also  participates  in  the  U.S. -Mexico  Environmental  Business 
Committee  (EBC)  and  the  U.S. -Asia  Environmental  Partnership 
(USAEP) .   The  International  Trade  Administration  (ITA)  is  the 
Department's  lead  agency  on  export  promotion  and  Acting  Assistant 
Secretary  Menes  will  provide  further  details  on  the  EBC  and  the 
USAEP.   I  will  focus  my  remarks  on  NETTI,  a  NOAA/ ITA  joint 
venture  and  PEGI. 
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1.  NETTI 

The  new  leadership  of  NOAA  strongly  believes  that  the  issues  of 
trade  and  the  environment  are  complementary  and  should  not  be 
viewed  as  consistently  at  odds.   To  this  end,  in  keeping  with  its 
responsibility  to  promote  environmental  quality,  NOAA  has  already 
initiated  a  program  to  hold  a  series  of  Environmental  Trade 
Initiatives  in  developing  regions  with  emerging  economies, 
particularly  in  Latin  America,  Asia,  and  Eastern  Europe.   The 
NETTI  is  a  joint  partnership  of  NOAA  with  the  Department  of 
Commerce's  International  Trade  Administration  and  the  Export 
Import  Bank. 

The  objectives  of  the  initiatives  are  twofold:  (a)  to  improve 
environmental  quality  by  informing  and  educating  developing 
countries  about  the  need  for  environmental  technologies  and 
services;  and  (b)  to  increase  U.S.  exports  of  environmental 
technologies  and  services,  which  is  currently  a  $200  billion  per 
year  market  expected  to  become  over  $300  billion  per  year  by  the 
year  2000. 

NOAA  is  assisting  in  the  overall  organization  of  the  conferences, 

researching  each  country's  environmental  issues,  and  providing 

speakers  who  will  discuss  environmental  problems  and  the  need  for 
environmental  technologies. 
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The  first  two  Environmental  Trade  Initiatives  are  to  be  held  in 
Chile  and  Mexico.  The  Chile  conference  is  tentatively  scheduled 
during  Chile's  Environment  Week  on  June  7-9,  1993.   The  Mexico 
conference  is  September  21-23,  1993.   Subsequent  conferences  are 
being  considered  for  Korea,  Taiwan,  China,  Portugal  and  Germany. 

2.   PEGI 

In  May  1990,  the  Private  Enterprise  and  Government  Interaction 
Working  Group  (PEGI)  was  established  by  the  Federal  Coordinating 
Council  for  Science,  Engineering  and  Technology's  Committee  on 
Earth  and  Environmental  Science.   Its  goal  is  to  foster  and 
facilitate  environmental  and  global  change  research  interactions 
between  the  private  sector  and  the  Federal  government.   As  part 
of  its  scope,  PEGI  works  closely  with  similar  international 
organizations  such  as  COPERNICUS  and  EUREKA,  two  European 
programs  which  emphasize  government/private  sector  interaction. 
For  example,  access  for  environmental  monitoring  by  U.S. 
scientists  to  offshore  oil  platforms  is  being  done  on  a  worldwide 
basis  by  corporations  such  as  British  Petroleum  and  Norway's 
Norsk  Hydro. 

Currently,  PEGI  is  working  with  the  Electric  Power  Research 
Institute  to  identify  projects  in  carbon  cycle  modelling,  land 
hydrology,  and  climate  modelling  that  can  be  initiated  with 
specific  Federal  agencies.   In  addition,  the  Gas  Research 
Institute  has  indicated  an  interest  in  establishing  joint 


80 


20 
projects  with  Federal  researchers  in  the  areas  of  methane  use, 
transportation  and  monitoring.   Working  with  the  American 
Petroleum  Institute,  PEGI  is  exploring  the  use  of  industry  owned 
off-shore  oil  rigs  as  platforms  from  which  atmospheric, 
oceanographic  and  related  biological  research  can  be  conducted. 

NOAA  has  taken  a  leadership  role  and  is  the  focal  point  for 
initiating  the  efforts  with  the  offshore  oil  platforms  and  the 
use  of  marine  biomass  for  sustainable  development  and  greenhouse 
gas  mitigation  activities. 

Alternatives 

In  closing,  Mr.  Chairman,  I  would  like  to  offer  some  preliminary 
comments  on  the  outline  of  elements  for  legislation  that  you  have 
prepared  and  ideas  for  improving  the  export  of  U.S.  environmental 
technologies.   The  Department  intends  to  offer  detailed  comments 
after  having  an  opportunity  to  review  the  legislation  when 
drafting  is  completed. 

As  you  will  have  noted  from  the  examples  of  technology  export  and 
training  described  in  my  statement,  NOAA's  efforts  in  this  regard 
are  closely  tied  to  its  mission.   I  believe  that  a  new  office 
headed  by  a  new  Department  Under  Secretary,  as  set  forth  in  the 
outline  you  have  circulated,  is  unnecessary.   NOAA  can  best 
undertake  its  responsibilities  if  its  authorities  are  not 
abridged  through  reorganization. 
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We  believe  that  without  legislation,  Federal  agencies  can 
cooperate  through  interagency  coordination  to  promote  exports  of 
U.S.  technology.   Perhaps,  particular  attention  could  be  focussed 
on  coordination  with  bilateral  and  multilateral  assistance 
programs.   There  is  an  interagency  group,  the  Trade  Promotion 
Coordinating  Committee,  chaired  by  the  Secretary  of  Commerce 
which  my  colleague,  Jonathan  Menes,  will  discuss  more  fully  in 
his  testimony. 

NOAA  can  play  a  strong  role  by  contributing  its  expertise  in 
identifying  the  need  for  and  use  of  environmental  technologies  as 
well  as  in  developing  new  technologies. 

I  hope  these  ideas  will  be  of  use  to  the  Committee  as  you  further 
consider  this  important  policy  issue.   I  will  be  pleased  to 
answer  any  guestions. 
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THE  VS.  ENVIRONMENTAL  INDUSTRY  AND  ITS  POTENTIAL  TO  BE  THE 
LEADER  TN  THE  GLOBAL  ENVIRONMENTAL  INDUSTRY 


Summary  and  data  related  to  testimony  provided  by  Grant  Femer,  President  of  Environmental  Business  International^ 
a  research  <md  publishing  firm  serving  the  business  development  nedds  of  the  mvvonmentl  industry. 

RATIONALE  FOR  FOR  A  PROGRAM  TO  PROMOTE  THE 
U.S.  ENVIRONMENTAL  INDUSTRY 

There  are  several  compelling  reasons  why  the  United  States  government  should  endeavor 
to  promote  the  U.S.  environmental  industry  in  domestic  and  world  markets. 

•  The  environmental  industry  in  the  United  States  is  a  significant  contributing  (actor  to  the 
economy  and  has  strong  potential  for  growth  well  above  that  of  the  entire  economy. 
Revenues  in  the  U.S.  environmental  industry  reached  $123  billion  in  1992  or  almost  3% 
of  the  gross  national  product  Commercial,  private  sector  environmental  product  and 
service  firms  employ  975,000  people  in  the  U.S.  or  one  out  of  every  119  workers. 

•  The  global  market  for  environmental  products  and  services  will  undergo  tremendous 
growth  over  the  next  twenty  years  as  the  importance  of  environmental  quality  issues  filter 
down  from  the  public,  to  government,  to  regulators  and  to  industry  nation  by  nation.  The 
global  market  generated  $270  billion  in  revenues  last  year,  concentrated  in  North  America 
and  Western  Europe.  In  the  short  term  growth  will  be  highest  in  newly  industrialized 
nations  such  as  Southeast  Asia,  the  southern  tier  of  Europe  and  economically  advantaged 
portion  of  eastern  Europe.  In  the  long  term  markets  will  open  up  in  the  former  Soviet 
Union  and  developing  nations  with  the  peak  of  spending  for  these  areas  not  expected  until 
well  into  the  21st  century. 

•  The  domestic  environmental  industry  has  slowed  in  the  past  few  years  from  a  high  of  18% 
in  1988  (after  mostly  double  digit  growth  throughout  the  80s),  to  15%  in  1989,  to  10%  in 
1990,  to  2%  in  1991  and  3%  in  1993.  Firms  have  experienced  considerable  slowdowns  due 
to  the  recession  delaying  environmental  expenditures  and  hampering  state  and  federal 
regulatory  and  enforcement  activities,  as  well  as  the  implicit  message  sent  by  the  Bush 
Administration  that  environmental  compliance  was  not  an  important  priority  as  evidenced 
by  the  regulatory  moratorium  and  the  efforts  of  the  now  defunct  Competitiveness  Council. 

•  Our  major  competitors  in  the  global  environmental  industry,  Germany  and  Japan  in 
particular,  have  an  advantage  in  that  their  governments  have  long  undertaken  proactive 
export  programs  which  have  helped  their  environmental  gain  marketshare  in  the  U.S.  and 
other  markets.  Other  nations  also  have  a  technological  advantage  in  a  number  of 
environmental  industry  segments  due  primarily  to  a  more  stringent  regulatory  approach 
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in  their  nation  fostering  development  and  marketing  of  the  technology.  The  most  obvious 
example  of  this  is  in  air  pollution  control  equipment  where  Scandinavians,  Germans  and 
Japanese  all  kept  up  with  advancing  regulations  in  their  nations  throughout  the  70s  and 
80s  while  U.S.  regulations  essentially  stood  still  after  the  groundbreaking  first  Clean  Air 
Act  Consequently,  our  largest  companies  in  APC  have  been  bought  by  foreign  concerns 
(ABB  acquired  Combustion  Engineering  for  example)- and  new  APC  installations  in  the 
U.S.  now  routinely  use  foreign  technology  (the  Gary,  Indiana  power  plant  met  new  CAA 
standards  with  Mitsubishi  technology  for  example). 

International  Relations  is  a  key  benefit  of  a  U.S.  environmental  export  promotion 
program.  The  environment  is  perhaps  the  area  of  greatest  potential  for  international 
cooperation  in  the  1990s  and  it  is  vital  for  the  United  States  to  play  an  important  role  in 
the  transition  to  a  sustainable  economy.  Being  the  world's  leader  in  providing 
environmental  products  and  services  is  the  obvious  first  step. 


KEY  CONSIDERATIONS  ABOUT  THE  ENVIRONMENTAL 
INDUSTRY 

•  Segmentation  is  a  key  factor  when  analyzing  the  environmental  industry.  The  attached 
segment  definitions  have  become  standard  in  the  industry  and  have  been  adopted  by  the 
Dept.  of  Commerce  for  their  annual  statistical  abstract  and  other  uses.  It  is  important  to 
assess  markets  and  competition  based  on  segments  as  nations  typically  go  through 
environmental  quality  eras:  addressing  problems  such  as  air  pollution,  solid  waste,  water 
pollution,  hazardous  waste,  remediation  and  recycling  in  stages. 

•  U.S.  environmental  firms  tend  to  small  to  medium-sized  firms  and  not  typical  exporters. 
The  environmental  industry  grew  up  quickly,  it  remains  relatively  fragmented  and  firms 
tend  to  be  run  from  a  technical  rather  than  a  business  standpoint.  Ironically  German  and 
Japanese  environmental  companies  are  typically  divisions  of  well-capitalized 
conglomerates,  as  opposed  to  the  US  model  of  a  smaller  entrepreneurial  firm.  Many  U.S. 
firms  with  very  exportable  technology  and  services  have  not  ventured  into  foreign  markets 
for  want  of  capital,  information  about  markets  and  potential  customers,  and  adequate 
support  from  government  trade  representatives. 

•  Regulations  and  their  enforcement  are  undoubtedly  the  main  driver  of  business  in  the 
environmental  industry.  A  strong  domestic  market  is  the  best  training  ground  for  exporters 
who  hone  their  technologies  and  services  to  meet  a  demanding  market  Environmental 
regulations  and  enforcement  therefore  must  continue  to  be  strengthened  on  the  domestic 
front  to  foster  competitiveness  of  the  U.S.  environmental  industry.  On  the  other  side  of 
the  coin  is  regulatory  reform  of  the  technology  permitting  process.  Command-and-control 
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approaches  requiring  Best  Available  Control  Technology  (BACT)  and  Best 
Demonstrated  Available  Technology  (BD  AT)  seem  to  be  on  their  way  out,  but  EPA  has 
not  established  a  protocol  for  technology  acceptance  in  many  media.  As  an  example,  many 
very  promising  remediation  technologies  have  been  held  up  for  approval  because  of  the 
long  timeframe  for  acceptance  for  testing,  demonstration  and  public  comment  A  recent 
disturbing  example  was  a  radioactive-waste  fixation  technology  developed  by  Sandia  and 
licensed  to  a  U.S.  remediation  contractor  being  snipped  over  to  be  tested  and  matured  in 
Germany  (with  capital  and  support  from  the  German  government)  where  testing  is 
accelerated  was  made  readily  available.  The  company  plans  to  then  import  it  back  into  the 
United  States. 

Technology  will  be  a  key  issue  in  global  markets.  Contrary  to  popular  be  lie  £  however,  the 
environmental  industry  is  not  a  "high-tech"  industry.  The  majority  of  the  world's  short-term 
needs  are  in  solid  waste  management,  water  treatment  and  air  pollution  control.  Even 
some  more  complicated  cleanup  solutions  do  not  require  new  technology  but  effectively 
applied  existing  technology.  Expensive  technical  research  efforts,  therefore,  will  be 
misplaced.  The  challenge  of  the  global  environmental  industry  will  be  to  engineer 
solutions  that  are  economically  and  technically  compatible  to  the  objectives  of  the 
customer. 

In  a  similar  context,  the  majority  of  environmental  revenues  are  services  rather  than 
products  —  although  currently  the  majority  of  export  revenues  are  in  products.  Packaging 
expertise  as  a  service  is  clearly  more  difficult  than  shipping  a  unit,  but  this  component 
must  be  addressed  when  seeking  to  support  U.S.  environmental  exports.  Selling 
engineering  and  consulting  services  in  a  foreign  country  is  extremely  difficult  on  one's 
own,  and  the  success  of  U.S.  firms  in  this  area  will  depend  on  its  ability  to  joint  venture 
and  team  with  local  talent  and  labor,  as  well  as  demonstrating  its  own  expertise. 

Financing  will  be  a  vital  commodity  to  offer  in  the  global  environmental  marketplace. 
Every  nation  is  aware  of  their  problems  but  few  have  effective  mechanisms  to  pay  for  their 
solution.  Creative  municipal  project  financing,  development  bank  projects,  export  finance 
programs,  bank  loans  and  venture  capital  to  promising  international  ventures  will  all  be 
necessary  mechanisms.  Domestically  this  is  an  issue  as  well.  As  regulations  move  down  to 
smaller  and  smaller  businesses  (see  CAA  Title  III ),  it  will  be  harder  and  harder  for  the 
generator  to  pay.  Hence  the  importance  of  driving  this  engine  of  the  environmental 
industry  by  providing  attractive  loans/credits  for  pollution  control  equipment  and 
pollution  prevention  investments  and  mechanisms  such  as  government  guarantees  so 
these  loans  can  be  attractive  in  secondary  markets  so  the  majority  of  the  banking/financial 
industry  can  participate. 
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RECOMMENDED  ACTIONS 


Establishing  a  national  policy  to  promote  the  U.S.  environmental  industry  is  of  utmost 
importance.  Substantive  actions  should  also  include  coordinating  the  efforts  on  behalf  of 
this  issue  by  various  government  entities,  educational  institutions,  NGOs,  non-profits, 
trade  groups  and  the  private  sector  in  a  centralized,  nighty  visible  Washington  office. 
Strong  leadership  is  required  to  represent  these  diverse  groups. 


•  Environmental  business  centers  around  the  world  should  be  set  up  to  educate  people  (the 
ultimate  driver  of  the  environmental  industry),  industry  and  government  on 
environmental  quality  issues  and  to  facilitate  efforts  by  U.S.  companies  to  export  products 
and  services  and  connect  with  partners  in  the  target  area. 

•  Financial  incentives  should  be  provided  to  environmental  companies  and  buyer  of 
environmental  products  and  services.  Support  must  also  be  provided  by  government  for 
technical  and  market  research. 

•  The  government  should  actively  promote  U.S.  environmental  companies  in  targeted 
countries  and  segments  of  the  industry  in  a  comprehensive  approach  based  on  accurate 
market  research.  The  government  should  also  support  efforts  to  collectively  represent 
environmental  companies  through  the  private  sector  in  the  form  support  for 
environmental  industry  trade  associations  and  public-private  partnerships. 

I  believe  by  far  the  greatest  opportunity  for  US  environmental  firms  in  this  decade  will  be 
in  developed  or  newly  industrialized  nations.  No  doubt  the  gravity  of  the  problems  is  greater 
in  developing  countries,  but  the  stage  of  their  evolution  in  environmental  awareness,  the  cur- 
rent priorities  ahead  of  environmental  quality  and  basic  financial  limitations  clearly  also  make 
the  developing  countries  a  much  less  attractive  and  far  more  risky  market  in  the  short  term. 
We've  got  to  go  where  the  money  is  and  approach  international  environmental  problems  on  a 
carefully  prioritized  basis.  There  is  a  predictable  development  cycle  of  the  environmental 
movement  and  corresponding  government  action/spending  in  each  area.  We've  just  have  to  tar- 
get our  efforts  at  the  right  place  at  the  right  time  to  get  the  most  bang  for  the  buck. 

Experiences  of  strong  growth  in  environmental  markets  in  Mexico,  the  current  spending 
in  Taiwan  and  Korea,  the  push  for  environmental  catch-up  in  lower  tier  EC  countries  like  Italy 
and  Spain,  environmental  wannabes  like  Brazil  etc.  bear  this  out.  The  world  needs  and  wants 
our  environmental  technology  but  timing  and  staging  our  efforts  will  be  vital  to  their  effective- 
ness. 

The  most  exportable  environmental  products  and  services  are  through  our  existing  domes- 
tic environmental  industry,  particularly  those  related  to  hazardous  waste  (cleanup,  manage- 
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ment,  recycling),  analytical  instruments,  solid  waste  management  and  our  environmental  en- 
gineering expertise.  I  believe  it  is  key  to  focus  on  these  segments  where  we  have  a 
demonstrable  technological  and  experience  advantage  and  to  focus  these  on  markets  that  are 
reaching  the  appropriate  stage  of  development 

As  an  example,  in  the  US  more  than  50%  of  revenues  of  environmental  engineering/con- 
sulting firms  are  related  to  hazardous  waste.  In  western  Europe  the  figure  is  less  than  to  20% 
and  in  Canada  it  is  less  than  10%.  These  areas  are  still  more  in  their  air  and  water  quality 
stages  and  are  moving  towards  their  "toxic"  stage  that  we  are  well  along  with.  In  other  words, 
focusing  on  supporting  remedial  and  hazardous  waste  management  technology  exports  is  very 
timely.  Conversely,  attempts  to  support  air  pollution  control  to  western  Europe  would  general- 
ly be  a  waste  of  time  as  they  have  finished  most  of  these  expenditures  and  they  have  a  tech- 
nological advantage  anyway. 

The  window  to  be  the  leading  nation  in  exporting  environmental  products  and  services  is 
wide  open  and  huge  but  closing  rapidly.  We  must  focus  as  much  of  our  first-stage  efforts  as 
possible  on  the  window  in  front  of  us,  not  yet  on  those  windows  on  the  distant  horizon. 

ATTACHMENTS 

Environmental  Industry  Segments 

The  U.S.  Environmental  Industry 

The  Global  Environmental  Industry 

The  European  Environmental  Industry 

Employment  in  the  U.S.  Environmental  Industry 

Technology  Trends  in  the  Environmental  Industry 

Excerpt  from  April  1992  EBJ  providing  an  overview  of  the  U.S.  Environmental  Industry 
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Kn-rironmeatal   industry 

1.  Analytical  Sarvlcas 

a.  Environmental  Analytical  Laboratory  Tasting 

b.  Lab  Sarvicaa  (sampling,  lab  pack,  ate.) 

2.  Solid  Haata  Management 

a.  Tranaportation/Tranafer  Stations  v 

b.  Disposal,  Landfill  Ownership/Management 

3.  Hasardoua  Haata  Management 

a.  Remediation  Construction/Cleanup 

b.  On-site  Management/Construction  (TSDR- transport,  storage, 
disposal  and  recycling  facilitiaa) 

c.  Off -site  TSDR  Owner oh ip/Management 

d.  Transportation 

a.  Has  Haata  Sarvicaa  (sampling,  packaging,  labeling,  tracking) 
♦includes  the  above  for  aedical,  nuclear  and  SQC  waste 
f.  Industrial  services/cleaning:  tanks  &  facilitiaa 

4.  Asbestos  Abatement 

5.  Hatar  Infraatructure/Traatment 

a.  Hatar  Delivery  Infrastructure 

b.  Wastewater  Treatment,  Delivery  and  Discharge  Equipment 

pumps,  pipaa,  chemicals,  repairs,  packagad  treatment  eguipmnt  ate. 

6.  Hatar  Utilities 

Private  sector  water  delivery 

7.  Environmental  Engineering/Consulting 

Permitting,  compliance,  design,  project  managaaant,  OUf,  audita, 
riak  analyaia,  site  assessaant,  impact  statements,  industrial 
hygiene,  litigation  support,  pollution  pravantion  ate. 

8.  Resource  Recovery 

a.  Post-Industrial  Recovery/Recycling/Scrap 

b.  Post-Consumer  Recycling 

c .  Haste-to-Energy 

d.  Non-hazardous  chemical/materials  recovery/recycling 

9.  Instrument  Manufacturing 

a.  Analytical  Testing/Lab  instruments 

b.  In-aitu/continuous  monitoring  instruments  (non-lab) 

c.  Portable  (test  kits,  hand-held  or  field  instruments) 

10.  Air  Pollution  Control  Equipment 

a.  Stationary  Source  Emission  Control 

11.  Haste  Management  Equipment 

Equipment  for  handling,  storing  or  transporting  solid,  liquid  or 
hazardous  waste.  Also  includes  information  systems  and  software 

12.  Environmental  Energy  Sources 

Solar,  wind,  geothermal,  small  scale  hydro,  efficiency 

Environmental  Business  Journal,  San  Diago,  «l»-2«3-7«*5 
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THE  GLOBAL  ENVIRONMENTAL  INDUSTRY 

1991  growth 199* 


United  States  $120  7%  $164 

Canada  $10  11%  $17 

Mexico  $2  14%  $4 

Latin  America  $6  12%  $10 

Western  Europe  $82  9%  $130 

East  Europe/exUSSR  $14  14%  $27 

Japan  $21  8%  $31 

Australia/New  Zealand  $3  9%  $5 

Southeast  Asia  $6  14%  $11 

Rest  of  the  World $6 8% $9  

Total  $270  9%  $408 

revenue*  10  bilbcm  d  US  doUaix,  •vermfe  «nnu»l  jrowth  iwr  five  »e»n 

In  simplest  terms  the  evolution  of  a  nation's  environmental  industry  proceeds  as  follows: 

•  1.  Public  Pressure  mounts  to  address  environmental  problems 

.  2.  Government  Policy  is  declared  to  stop  environmental  problems 

•  3.  Legislation  is  passed  to  address  environmental  problems 

•  4.  Regulatory  agencies  are  formed  and  regulations  are  promulgated 

.  5.  Enforcement  of  regulations  and  is  emphasized  and  generators  take  compliance  seriously,  driving 
considerable  business  for  environmental  product  and  service  companies 

•  6.  Generators  of  pollution  and  waste  take  it  upon  themselves  to  proactrvery  manage  and  reduce 
their  own  environmental  problems  ahead  of  government  regulations. 

•  7.  Environmental  and  waste  concerns  are  increasingly  minimized  and  internalized  into  methods 
that  replace  conventional  processes  that  generated  waste  and  pollution,  leading  to  a  decreasing 
demand  for  environmental  products  and  services. 
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EITROPEAN  ENVIRONMENTAL  INDUSTRY:  BY  SEGMENT 

■■■■■■iValaeffM)  Gnu* 

mm  urn  %p+. 


W110/W1 

An  PouuGoo  Control 


Laboratory  Tearing 
Baadhl  fii  i»l  I 


Wmte  Meat  EqpmfflMtnmcaU 
Atoaatwc  Energy 


27.1 

39.7 

S% 

1A6 

314 

13% 

12-5 

171 

7% 

L3 

3j0 

25% 

09 

U 

12% 

8J 

12J 

10% 

70 

141 

13% 

16 

9j0 

10% 

OS 

L7 

16% 

Tatal  Hi  UU  1*% 

EUROPEAN  ENVIRONMENTAL  rJTOUSTRY:  RY  (XRWTRY 

Mart*  Vain*  (SM)  Gmwtn 

&■»  1991  1996  %m- 


il: 

Germany 

Tne  Netherlands 
BMbIbR  >     Brigram/Uiu  intwuig 

France 

Ireland 

Italy 

United  Kingdom 
Dirtsioa3:      Greece 


1.4 

12 

9% 

3L0 

451 

a% 

4.7 

69 

8% 

L7 

29 

11% 

139 

22.4 

10% 

0j6 

to 

11% 

9.1 

16J) 

12% 

149 

27.4 

13% 

06 

L4 

18% 

07 

L5 

17% 

30 

S3 

16% 

Spain 

Tatal  «L6  1315  10% 

Environmental  Btaonew  Journal,  Saa  Diego,  Calif 


92 


THE  ENVIRONMENTAL  INDUSTRY  IN  CALIFORNIA 


Analytical  Services 

Solid  Waste 

Hazardous  Waste  Mgmt/Remed. 

Asbestos  Abatement 

Water  Ttnnnt/Equip/infrastructure 

Private  Water  Utilities 

Engin/Consulting 

Resource  Recovery/Recycling 

Instruments 

Air  Pollution  Control 

Waste  Mgmt  Equip 

Alternative  Energy 

Total 


iils. 

CAcm 

argiaarev 

Jobs  In  CA 

rm 

growth  92-96 

hi  1991 

1.7 

026 

6% 

2,600 

27.4 

3.10 

5% 

27300 

13.7 

2.10 

6% 

19,100 

3.0 

0.45 

1% 

4300 

12.5 

115 

4% 

16,100 

11.8 

226 

2% 

15,700 

13.4 

238 

9% 

26,800 

15.8 

2.80 

10% 

40,000 

1.8 

0.29 

6% 

2^00 

53 

0.64 

13% 

5300 

11.0 

1.70 

7% 

12,100 

1.8 

0.80 

7% 

7300 

$120 


$193 


7% 


revenue!  in  billions,  1120  billion  represents  2.9%  of  the  GNP,  $19  J  represents  16%  of  $120  billion 
971,000  total  U.S.  jobs  represents  0.84%  of  the  US  workforce  of  1 16  million  or  1  out  of  119  workers 
May  not  be  reproduced  without  attribution  to  Environmental  Business  Journal,  San  Diego,  Calif.,  619-295-7685 
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EMPLOYMENT  IN  THE  ENVIRONMENTAL  INDUSTRY 

91  revs 

Employees 

rev  growth 

new  jobs  by 

new  jobs 

9146 

%          by  96  In  CA 

Solid  Waste 

27.4 

228,000 

7.9 

67,000 

7,800 

Resource  Recovery/Recycling 

15.8 

144,000 

93 

82,000 

16,400 

Water  Treatment/Equip 

123 

89,000 

3.0 

22,000 

3,900 

Hazardous  Waste 

13.7 

119,000 

4.7 

41,000 

6300 

Engin/Consulting 

13.4 

134,000 

12 

72,000 

14,400 

Private  Water  Utilities 

11.8 

65,000 

L2 

7,000 

1300 

Pollution/Waste  Mgmt  Equip 

11.0 

78,000 

4.1 

29,000 

4,800 

Air  Pollution  Control 

53 

38,000 

4.6 

33,000 

4300 

Asbestos  Abatement 

3.0 

27,000 

0.1 

1,000 

180 

Analytical  Services 

1.7 

17,000 

0.6 

6,000 

880 

Instruments 

1.8 

14,000 

0.7 

5,000 

750 

Alternative  Energy 

20 

18,000 

0.8 

7,000 

2,900 

Total  120  971,000 

revenue*  in  bill  ton*.  $120  billion  represents  2.9%  of  the  GNP 

971,000  tout  US  jobs  represents  0  84%  of  the  US  workforce  of  1 16  million  or  1  out  of  119  workers 

M-ry  not  be  reproduced  without  attribution  to  Environmenul  Business  Journal,  San  Dicfo,  Calif.,  619-295-7685 


372,000 


64300 
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TECHNOLOGY/TRENDS  IN  THE  ENVIRONMENTAL  INDUSTRY 


EBJ  Segment 


Current/Old  Technology 


1.  Analytical  Services 


2.  Solid  Waste  Mgmt 

International 


Gas  Chromatography,  Mass 
Spectroscopy 

laboratory  instruments  -»-*-•-• 
one-time  analysis  ■»  -»  -»  -• 

trucks,  holes  in  the  ground  -*-»-* 
indiscriminate  dumping  -.-.-►-. 


3.  Hazardous  Waste  Management 

Remediation  off-site  disposal  —  —  —  — 

dig-and-haul,  pump-and-treat  -»  — 

engineering  site  assessments  —  — 

clean  it  up  at  all  costs  —  —  —  — 
fences  &  signs  —  -.-.— 
Off-site  Disposal         landfill,  incineration  —  —  —  — 
*  Volumes  Imarket  already  down  due  to  minimization 
On-site  Tmnt/Disp      containment,  storage  —  —  —  — 


Transportation 

Nuclear  Waste 

Medical  Waste 
Small  Quant  Gens 


trucks/rail  -.-»-»-. 

containment  -.-»-»-«■ 

incineration  —  -.-.— 
legal/illegal  disposal  -»-»-.-. 


Future  Technology/Applications 


GC/MS,  FTIR,  bioassay,  SFE 
sampling,  etc. 

field  test  kits 

continuous  monitoring/analysis 

better  holes,  recovery  technologies 

sanitary  landfills  with  engineered 
design,  lining,  leachate/wastewater 
treatment,  daily  cover,  gas  recovery 


on-site  treatment 

bioremediation,  soil  venting, 
extraction,  fixation,  stabilization,  etc. 

sophisticated  systems  for  site 
characterization  and  monitoring 

risk-based  decisions 

fences  &  signs 

minimization,  recovery,  recycling, 
separation  of  wastestream 

prevention/miniinization,  separation, 
recovery 

close  loop,  less  volume,  fromTSDs 
to  better  production/recovery 

better  boxes,  holes  in  the  ground, 
Yucca  Mtn.,  treatment? 

more  incineration,  treatment 

legal  disposal,  treatment,  recycling 
(used  oil,  solvents,  volatiles) 


containment/fixation,  don't  make  it 
ENVIRONMENTAL  BUSINESS  JOURNAL 


4.  Asbestos  Abatement    abatement,  caveman  scrape  it  off 
and  haul  it  away  tactics  —  -»-.-» 
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EBJ  Segment 


CrraU/OM  Technology 


Future  Technology/Applications 


5.  Water  Infra  structure 

Water  Purification      chlorine/chemicals,  flocculation, 
activated  carbon 


Wastewater  Treatment 
primary 


secondary 


tertiary 


filtration,  settlement  tanks, 
precipitation 

breakdown  organics/reduce  BOD 
with  natural/biological  processes, 
aeration,  activated  sludge 

activated  carbon,  chemicals,  bio 


ozone,  ultraviolet,  reverse  osmosis, 
desalinization,  distillation 


improvements,  pre-treatment  at 
source,  some  recovery 

more  advanced  biotreatments,  ion 
exchange  for  metals,  precipitation 

modular  systems  of  ozone,  carbon, 
reverse  osmosis,  UV,  advanced  batch 
bioreactors,  etc 


*  All  wastewater  (sludge,  variety  of  industrial)  is  different  and  subject  to  different  standards  of  discharge 
(NPDES  or  POTWs)  ■-  yielding  low  potential  for  standardization  of  equipment 


6.  Water  Utilities 


International 


pipes,  pumps  etc  —  —  —  — 


strong  need  for  basic  water 
infrastructure  equipment/design 


reclamation  systems  for  drinking  or 
non-potable/irrigation/industrial  use, 
desalinization 


7.  Engineering/Consulting 

*  Primarily  a  service  business.  The  predominant  solutions  in  all  media  are  not  an  equipment  choice  but  an 
engineered  solution  to  meet  the  particular  needs  of  a  situation  —  again  little  standardization.  In  effect  en- 
vironmental e/c  firms  are  often  the  salesmen  of  technology. 

multi-industry,  turnkey  contractors         technical  and/or  industrial 

specialization  in  increasingly 
competitive  business 


Asmnt/permitting 
regulations/design 


pen  &  pencil 


info  systems,  regs-in-a-box,  data,  site 
characterization  . 


ENVIRONMENTAL  BUSINESS  JOURNAL 
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EBJ  Segment 


Current/Old  Technology 


Future  Technology/Applications 


8.  Resource  Recovery/Recycling 

Post-Industrial  mfg  site  recovery  for  off-site 

reprocessing  —  —  —  — 

design  for  low-cost,  disposability  -* 

Post-Consumer  hand-sorting,  source  separation  -» 

Shift  from  a  linear  to  a  circular  economy 

low  value  of  raw  material  -»-.-.-» 

lack  of  infrastructure  to  process 

recy clables  -.-.-.— 

raw  material  prices  up  and  disposal 
costs  up  —  — ■  —  — 

environmental  externalities  paid 
for  by  loss  of  value  of  environment 
and  natural  resources 

sample  and  take  to  lab  -»-►-►  -. 
stack  testing  for  air  —  —  —  -» 
end-of-pipe,  FGD,  ESP,  filter  -  - 


9.  Instrumentation 


10.  Air  Poll  Control 


catalytic  converters  —  —  —  — 
air  toxics  unregulated  -.-.-.-. 
command  &  control  regs  —  -.-.— 

11.  Waste  Mgmt  Equip   trucks,  suits,  containers 

clipboards  -.-.-.— 

12.  Alternative  Energy    fossil  fuels  -.  —  —  -. 

utilities  make  more  energy  —  —  — 
research 


mfg  infrastructure  to  reuse 

DFD  design  for  disassembly 

mechanical  sorting,  processors  of 
material 


highly  valued  raw  materials 
creation  of  infrastructure 

recycling  economy 

externalities  paid  for  by  internalizing 
environmental/social  costs  in 
mfg/purchase  price  of  all  goods  and 
services 

on-site/continuous  testing/monitoring 

extractive  sampling/testing 

advanced  techniques,  prevention, 
fuel  substitution  (clean  coal),  process 
change 

alternative  fuels,  zero  emission 

CAA,  small  emitters  process  change 

market-based  approach,  emissions 
permit  trading 

same,  waste  reduction,  change 
materials 

software,  info  systems 

renewables,  solar,  wind,  geothermal, 
small  hydro,  biomass,  efficiency 

use  more  efficiently,  invest  in  DSM 

fusion,  hydrogen,  etc. 


Environmental  business  journal 
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ENVIRONMENTAL  BUSINESS  JOURNAL* 


Strategic  Information  for  a  Changing  Industry 


Vol.  V  No.  4  April  1992 


Redefininc  the  Environmental  Industr  y 


Publvhing  Inc. 


1991  WAKE-UP  CALL 

The  recenion  sent  chills  through 
revenue  growth  and  profitability 
in  the  environmental  industry  in  1991 . 
Combined  with  other  factors,  it  fired  a 
warning  shot  of  continued  decelerating 
growth  throughout  the  90s.  Industry 
trends  point  to  the  sobering  truth  that 
the  environmental  industry  cannot  sus- 
tain itself  in  its  present  form. 

Redefining  the  environmental  in- 
dustry for  1991  didn't  involve  the  addi- 
tion or  renaming  of  segments  but  it  did 
result  in  some  more  accurate  account- 
ing. Analysis  of  past  years  included  the 
revenues  of  conglomerates  and  diver- 
sified companies  as  separate  line  items 
in  the  industry  total,  but  these  arc  now 
embedded  into  the  private  company  sec- 
tion on  the  table  on  page  7 .  We  acknow- 
ledge some  double  counting  in  the  past, 
as  is  often  the  danger  with  sell-side 
analysis,  so  we  have  updated  our  figures 
published  in  the  last  two  April  issues  of 
EBJ.  The  table  on  page  6  shows  the  ad- 
justed totals,  including  some  minor  ad- 
justments in  segment  revenues. 

Annual  industry  growth  has  fallen 
from  15%  in  1989  to  10%  in  1990  and 
down  to  2%  in  1991.  However,  as  the 
economy  rebounds  and  the  quest  for  en- 
vironmental quality  at  a  reasonable  cost 
continues ,  growth  is  expected  to  average 
7%  per  year  over  the  next  five  years. 
RECESSION'S  EFFECT  RUNS  DEEP 

Two  years  ago  we  concluded  our  an- 
nual industry  overview  report  with  the 
prediction  that  composite  annual 
growth  for  the  entire  environmental  in- 
dustry would  average  1 1  %  for  five 
years,  but  that  growth  would  be  subject 
to  two  unknowns:  regulations  and  the 
economy.  Little  did  we  know  that  the 
latter  would  play  such  a  dampening 
role.  Besides  postponing  environmental 
work  and  reducing  demand  for  environ- 
mental services,  the  economy  also 
delayed  the  evolution  of  regulation,  the 
primary  driver  of  the  environmental  in- 
dustry 

The  recession  has  affected  the  pace  of 
regulation  not  only  by  imposing  a  thin- 
ly veiled  "moratorium"  on  new  regula- 
tion but  more  significanUy  by  putting 
the  squeeze  on  government  budgets, 
particularly  at  the  state  level.  State 
departments  are  often  the  first  line  of  en 


EBJ  Executive  Summary 

V-Jrowth  races  in  the  environmental  industry  in  the  late  80'a  were  clearly  un- 
sustainable, but  even  the  most  conservative  projections  anticipated  more  than 
three  times  die  2%  growth  seen  in  1991  The  recession  was  no  doubt  the  main 
reason  for  such  a  dismal  performance,  but  increased  competition,  waste  reduc- 
tion efforts  and  the  inevitable  leveling  of  growth  characteristic  of  a  maturing 
industry  also  put  pressure  on  environmental  firms.  These  four  forces  combined 
to  make  1991  a  sobering  year  tor  environmental  companies.  Business  doesn't 
look  much  brighter  for  1992,  either.  Even  though  the  economy  is  expected  to 
turn  around  gradually,  environrnentaJ  work  will  continue  to  take  a  back  seat 
while  industry  gets  back  on  its  feet.  Governments  will  eaaatJaaat  to  struggle  to 
gather  the  resources  necessary  to  catch  up  with  their  regulatory  and  enforce- 
ment agendas,  in  addition  to  carrying  out  their  own  environmental  projects. 
The  environmental  industry  wflD  trail  the  recovery,  but  da=re  is  a  distinct  pos- 
sibility that  certain  segments  will  make  up  for  lost  time.  Growth  will  pick  up  in 
1993  and  1994,  but  inevitable  and  complex  forces  already  Mwcirk  wiU  gradual 
ly  diminish  the  growth  rate.  The  peak  of  the  erivironmcntaJ  industry  as  we  know 
it  today  is  on  the  horizon  Although  it  is  not  A^»~<  to  go  the  way  of  the 
dinosaur,  it  will  if  shows  a  similar  failure  to  adapt. 


force  mem,  and  there  is  evidence  of  some 
relaxation  in  state  activities.  In  most 
constituencies,  political  emphasis  has 
shifted  in  favor  of  the  economy  at  the  ex- 
pense of  the  environment,  although  no 
politicians  have  spoken  from  platforms 
that  are  overtly  anti-environmental. 

In  spite  of  the  recession,  most  in- 
dustry analysis  believe  there  is  reason 
for  environmental  companies  to  be  bul- 
lish, at  least  for  the  next  five  years.  Like 
regulation,  other  industry  drivers  such 
as  fear  of  liability  and  the  importance  of 
cultivating  a  clean  corporate  image  will 
not  disappear.  But  industry  growth  is  no 
longer  strong  enough  to  carry  all  en- 
vironmental companies  In  the  80s, 
companies  thrived  on  the  basis  of  good 
project  management  In  the  90s,  com- 
panies will  only  survive  with  the  addi- 
tion of  good  business  management. 

Solid  waste  management  continues 
to  be  the  largest  and  most  mature  en- 
vironmental industry  segment,  but  it 
can't  rely  on  business  as  usual.  The  vast 
majority  of  the  more  than  $27  billion  in 
revenues  result  from  collections  (about 
76%),  but  the  operation  of  transfer  sta- 
tions and  landfills  represent  growing 
proportions  of  revenues 

Declining  landfill  capacity  increases 
transfer  station  business,  where  flatbed 
trailers  arc  loaded  from  conventional 
garbage  trucks,  enabling  large  volumes 
of  waste  to  be  hauled  o  ve  r  longer  d  istan  - 
ces.  Landfill  shortages  have  under- 
standably led  to  higher  tipping  fees,  up 
6%  in  the  Northeast  and  32%   in  the 


West  from  1988  to  1990,  according  to  a 
recent  survey  by  the  National  Solid 
Wastes  Management  Assn.  (Washing- 
ton, D.C.).  Landfill  costs  will  continue 
to  increase  due  to  more  stringent  regula- 
tions, namely  RCRA  Subtitle  D,  which 
is  expected  to  result  in  the  closure  of  half 
of  the  country's  6,000  remaining 
landfills. 

The  trend  towards  fewer  and  larger 
landfills  plays  into  the  hands  of  the 
larger  competitors,  which  have  histori- 
cally grown  through  scquisition.  In 
fact ,  80  %  of  environmental  industry  ac- 
quisitions from  1985-1990  were  in  solid 
waste,  a  total  of  nearly  1 ,400.  And  the 
binge  doesn't  appear  to  be  over.  Joan 
Berkowitz  of  Farkas  &  Berkowitx  Co. 
(Washington,  DC.)  said  that  with 
numerous  small  private  operators  still  in 
business,  there  is  "plenty  of  room  for 
further  consolidation.*  Berkowitz  also 
notes  that  more  companies  are  showing 
financial  muscle,  with  10  firms  going 
public  in  the  past  couple  of  years. 

In  spite  of  the  advantages  enjoyed  by 
larger  firms,  the  recession  ensured  thai 
1 99 1  was  no  banner  year  in  solid  waste . 
Volumes  of  waste  were  down,  par- 
ticularly in  the  com  me  re  uuV  industrial 
sector,  which  provides  almost  70%  of 
collection  revenues.  Some  companies 
suffered  unexpectedly  poor  quarters, 
and  overall  operating  margins  of  public- 
ly traded  companies  in  1991  fell  to  15% 
from  20%  in  1990  EBJ  Index  company 
revenue  was  up  23%  in  1991  (over  four 
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GREENER  PASTURES  OVERSEAS 
Toward  a  Global  Market  for  E/C  Firms 


The  recession  may  have  upended 
U.S.  markets,  but  many  engineer- 
in  g/eonsul ting  (e/c)  firms  have  refused 
to  allow  domestic  travails  to  derail  inter- 
national expansion  plans. 

Companies  continue  to  win  con- 
tracts, negotiate  joint  ventures,  open 
overseas  offices  and  launch  internation- 
al subsidiaries,  despite  the  lingering 
economic  paralysis.  While  cosdy  in 
terms  of  capital  now,  these  companies 
expect  that  financial  hardships  incurred 
now  will  reap  handsome  dividends  later, 
when  global  presence  becomes  a  neces- 
sity, not  a  nicety. 

As  Robert  Uhler,  senior  vice  presi- 
dent for  J.M.  Montgomery  Consult- 
ing  Engineers  (Pasadena,  Calif.), 
noted,  Mf  we  were  just  thinking  about 
short-term  earnings,  we  would  never 
have  left  the  United  State*.* 

Montgomery  is  merging  with  a  U .  K . 
water  and  wastewater  consulting  com- 
pany, Watson  Hawksley  Croup,  as 
part  of  a  new  international  strategy  that 
emphasizes  local  presence  over  long-dis- 
tance pursuit  of  international  lending 
agency  contracts.  'Truthfully,  I  don't 
think  that  the  recession  affected  our 
thinking"  about  expansion,  Uhler  said. 

But  access  to  a  recession-resistant 
source  of  capital  has  been  crucial:  Some 
of  the  smaller  companies  ($50  million  or 
less  in  revenues)  were  forced  to  shelve 
plans  because  of  capital  constraints,  said 
Hugh  Hoi  man.  an  analyst  with  Alex. 
Brown  &  Sons  (Baltimore).  Jeffrey 
Berg,  of  Raymond  James  &  Associates 
(Si.  Petersburg,  Fla.)  agreed,  noting 
that  "the  companies  that  arc  not 
entrenched  are  pulling  back  a  little," 
while  those  that  have  already  made  the 
capital  investment  are  pushing  forward 
with  plans 

Not  only  are  consultants  pursuing 
strong,  established  markets  such  as  the 
EC  and  Pacific  Rim  regions,  but  they're 
courting  contracts  in  Eastern  Europe, 
the  Commonwealth  (former  Soviet 
Union)  and  Mexico,  which  presented 
little  or  no  environmental  opportunities 
until  the  U.S. -Mexico  Free  Trade 
Agreement  negotiations. 

A  couple  of  years  ago,  management 
at  engineering/consulting  companies 
claimed  that  the  tremendous  problems 
associated  with  former  Soviet  Bloc  and 
Soviet  Union  countries — unstable 
economies  and  worthless  currencies — 


far  outweighed  the  tremendous  oppor- 
tunites.  But  billions  of  dollars  in  cleanup 
costs  apparently  proved  too  attractive  to 
ignore.  Since  then,  several  companies 
have  actively  pursued  contracts  in- these 
countries,  relying  on  a  variety  of 
strategic  approaches. 

Halliburton  NUS  Environmental 
Corp.  formed  a  joint  venture  with 
MIBRAC ,  a  German  company,  which 
will  target  cleanup  opportunities  in 
Eastern  Europe.  Baker  Environmen- 
tal Services  took  a  similar  route,  team- 
ing with  another  German  company, 
Gehrmann  Consult  GmbH.  Camp 
Dresser  &  McK.ee  Inc.  will  team  with 
TUV  Bayern  Sachs  en,  a  quality  assess- 
ment and  environmental  management 
company,  for  remediation  and  pollu- 
tion prevention  projects  within  the 
newly  unified  Germany. 

ICF  Internationa]  Inc.  went  fur- 
ther east  to  find  its  partner:  The  Mos- 
cow-based joint  venture,  ICF/EK.O,  in- 
cludes five  Russian  organizations  in- 
volved in  environmental  protection. 
The  venture  is  targeting  not  only 
Western  companies  investing  or  estab- 
lishing operations  within  the  former 
Soviet  Union,  but  also  Russian  or  other 
Commonwealth  companies  or  groups. 

ICF's  Global  Trade  and  Investment 
subsidiary  has  made  the  company  com- 
petitive in  these  countries,  because  it 
can  arrange  payment  on  either  a  ruble 
or  countertrade  arrangement,  said 
Nicholas  Burakow,  senior  VP  for  inter- 
national at  ICF.  But  subsidies  from  the 
German  and  Italian  governments  have 
given  some  of  these  countries'  more  ag- 
gressive players  a  definite  edge  in  con- 
tract negotiations,  he  said. 


Still,  these  countries  are  "easier  to 
break  into"  than  Western  European  na- 
tions, because  American  companies 
don't  have  to  go  head-to- he  ad  with  firm- 
ly entrenched  "national  champions," 
Burakow  said. 

In  the  meantime,  American  com- 
panies gain  valuable  international  ex- 
pertise,  which  could   eventually   open 
doors  in  Western  Europe,  he  noted. 
SOUTH  OF  THE  BORDER 

Warming  of  trade  relations  between 
the  United  States  and  Mexico,  together 
with  heightened  enforcement  efforts  by 
the  Mexican  environmental  agency, 
SEDUE,  has  prompted  many  U.S.  en- 
vironmental companies  to  expand 
southwards. 

In  late  February,  President  Bush 
presented  a  plan  that  calls  for  the  two 
countries  to  spend  $850  million  over  the 
next  three  years  to  clean  up  environ- 
mental catas trophies  created  by  rapid 
industrialization  along  the  border.  En- 
vironmentalists have  lamented  for  years 
about  flagrant  dumpings  of  hazardous 
and  other  types  of  waste  by  American 
companies  and  others. 

Many  of  the  environmental  entrants 
come  from  the  hazardous  waste  in- 
dustry, where  executives  perceive  that 
heightened  enforcement  of  maquiladora 
industries  will  generate  more  demand 
for  treatment  and  disposal  services,  said 
Raymond  James'  Berg.  But  CH2M 
Hill  Cos.  Ltd.  (Denver),  Dames  & 
Moore  (Los  Angeles)  and  others  are  also 
eyeing  border  opportunities,  he  said. 
Last  summer,  Bechtel  Group  Inc.  (San 
Francisco)  formed  a  Mexican  joint  stock 
company,  Consorcio  Intcrnacional  dc 
Proyectos  Integrales ,  S .  A .  de  C .  V . ,  that 
planned  to  initially  target,  in  part,  en- 
vironmentally driven  programs  for 
Mexico's  petroleum,  petrochemical, 
refining,  chemical  and  industrial  in- 
dustries, the  company  said.  ■ 
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times  our  estimated  total  segment 
growth),  highlighting  the  advantages  of 
larger  players,  but  acquisitions  account 
for  much  of  that  revenue  growth. 

A  key  trend  facing  solid  waste  com- 
panies is  what  William  T.  Lorenz  & 
Co.  calls  a  'major  structural  change  in 
the  solid  waste  business.'  Solid  waste's 
broad-based  adoption  of  'integrated 
waste  management*  will  divert  more 
waste  from  landfills  into  recycling  and 
waste-to-energy.  Companies  not  offer- 
ing alternatives  to  landfill  will  find  it  dif- 
ficult to  renew  municipal  contracts  and 
compete  for  privatization  contracts 
from  the  more  than  25%  of  the  business 
that  still  remains  in  the  public  sector. 
But  integrated  services  don't  come 
cheap,  and  the  expense  of  adding  recy- 
cling programs  was  a  major  factor  in  the 
erosion  of  earnings  of  many  solid  waste 
leaders. 

Resource  recovery  includes  com- 
panies in  post- industrial  recycling,  post- 
consumer  recycling,  waste-to-energy 
and  the  recovery  of  chemicals  or  other 
materials  from  industrial  wastes. 
Resource  recovery  experienced  the 
largest  revenue  drop  of  any  segment  in 
1991  as  the  market  value  of  the  materials 
recycled  by  the  scrap  and  post-consumer 
businesses  diminished,  most  by  20- 
50%.  Revenues  of  EBJ  Index  com- 
panies were  down  8%  in  1991 . 

Last  year  was  tough  for  manufactur- 
ing, making  it  doubly  tough  for 
recyclcrs  already  struggling  with  un- 
stable demand  for  their  recovered 
materials  Prices  for  virtually  all 
materials   plummeted   as  demand   was 
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weak  and  overaupply  was  com- 
monplace. Prices  paid  by  end-users, 
however,  remained  more  than  twice  as 
high  as  prices  paid  by  processors,  lend- 
ing credence  to  our  assertion  that 
processors  are  in  the  most  stable  sector 
of  the  recycling  business.  Niche  players 
like  Iraco  in  aluminum  cans,  Allwaste 
in  glass  and  a  number  of  firms  in  the  es- 
tablished steel  scrap  business  managed 
to  scrape  by. 

Besides  the  creation  of  a  manufactur- 
ing  infrastructure  to  use   recycled 
materials  at   home,   a  worldwide 
recovery  is  needed  rebuild  demand  as 
much  of  America's  waste  products  go 
abroad.  More  than  6.6  million  tons  of 
waste  paper  was  exported  Last  year  (20% 
of  that  recovered),  and  it  is  consistently 
one  of  our  lop  exports  by  volume.  Num- 
bers on  domestic  plastic  recycling  are 
elusive,  but  shipments  of  plastic  waste 
overseas  reached  $100  million  last  year. 
The  waste-to-energy  business  has 
been  up  and  down  in  the  last  few  years. 
More  than  100  projects  have  been  can- 
celed but  new  projects  under  construc- 
tion and  in  planning  are  expected  to 
provide  the  added  capacity  to  handle 
nearly  25%  of  municipal  solid  waste  by 
2000    Some  projects  have  been  put  on 
hold,  however,  as  municipalities  await 
the  results  of  the  favored  alternatives  of 
source  reduction  and  recycling.  Waste- 
to-  energy  was  a  $2-billion  market  in 
1991 ,  with  two  firms,  Wheelabrator  and 
Ogden  Projects,  splitting  about  40%  of 
the  market 

Chemical  recovery  is  a  blossoming 
business  for  a  number  of  companies, 
and   opportunities   will   continue   to 
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90 -91 

INDUSTRY  SEGMENT 

1989 

Growth 

1990 

Growth 

1991 

Growth 

1.  Analytical  Services 

1.6 

23% 

1.7 

6* 

1.7 

l% 

2.  Solid  Waste  Mgml 

23.5 

14% 

26.1 

lit 

27.4 

5% 

3    Ha7  Wasie  Mgml 

12.1 

22% 

13.3 

10% 

13.7 

3% 

4.  Asbestos  Abaiemenl 

3.8 

27"* 

40 

5* 

3.0 

-24% 

5.  Water  Infrastructure 

117 

7* 

12.1 

3* 

12.5 

39 

6.  Water  Utilities 

11.1 

6* 

11.5 

4-* 

11.8 

29 

7.  Engineering/Cons 

10.2 

26* 

12.2 

20% 

13.4 

10% 

8    Resource  Recovery 

14.8 

23* 

17.2 

169 

15.8 

-8% 

0    Instrument  Mfg 

1.5 

25* 

1.7 

149 

1.8 

4% 

10.  Air  Polluiion  Conirol 

5.3 

-49 

5.4 

29 

5.3 

-19 

1 1 .  Wasie  Mgmi  Equip 

9.8 

9% 

10.4 

6% 

11.0 

6% 

12.  Envmtl  Energy 

1.5 

259 

1.8 

209 

2.0 

99 

TOTALS: 

106.9 

15% 

117.5 

10% 

119.4 

29 

emerge.  Horsehead  Resource  Develop- 
ment, a  $70-million  firm,  recovers  zinc 
from  furnace  dust.  Regenex  recycles  in- 
dustrial polymer  waste  and  spent  an- 
tifreeze into  ethylene  glycol  for  new  an- 
tifreeze. Molten  Metal  Technology  uses 
catalytic  extraction  to  reclaim  metals 
from  a  variety  of  wastestreams.  These 
few  examples  illustrate  the  growing  op- 
portunities for  services  and  technology 
demanded  as  regulations  require  further 
separation  of  chemical  wastes  as  a  result 
of  Land-ban  regulations. 

Accelerated  recovery  of  chemicals, 
more  stringent  regulations  and  inter- 
state transfer  limitations  pose  a  threat  to 
companies  in  traditional  forms  of  haz- 
ardous waste  management,  a  $13.7- 
billion  business  in  1991.  Off-site  ser- 
vices, construction  and  disposal  as- 
sociated with  remediation  and  on-site 
management  of  ongoing  wastestreams 
make  up  most  of  the  chemical  waste 
market.  Nuclear  waste  and  medical 
waste  each  provide  markets  of  over  SI 
billion. 

Business  for  disposal  leaders  Chemi- 
cal Waste  Management,  Laidlaw,  Rol- 
lins, USPCI  and  others  was  fairly  flat  in 
1991,  and  with  some  exceptions, 
prospects  for  1992  are  much  the  same 
Growth  will  return  with  economic 
recovery,  but  forces  changing  the  nature 
of  this  segment  and  ability  to  diversify 
will  be  key  to  each  company's  success 
(see  page  10). 

Environmental  engineering/con- 
sulting was  the  only  segment  to  main- 
tain double-digit  growth  in  1991.  Net 
revenues  of  indicator  companies  in  the 
EBJ  Index  rose  14%,  slighdy  ahead  of 
our  segment  estimate  of  10%  growth. 
The  market  reached  $13.4  billion  in 
1991.  Gross  revenues  of  the  top  30  en- 
gineering/consulting (e/c)  firms  topped 
$5  billion  (see  page  3),  and  the  top  10 
environmental  contracting/construc- 
tion firms  topped  $4  billion  However, 
the  latter  figure  did  not  contribute  en- 
tirely to  the  revenues  in  this  segment  (see 
box  on  page  8). 

The  federal  market  showed  the 
strongest  growth,  thanks  mostly  to 
cleanup  agendas  at  DOD  and  DOE. 
These  markets  are  partially  responsible 
for  introducing  new  competition  into 
the  e/c  segment  in  the  form  of  construc- 
tion firms,  defense  contractors  and  other 
diversifying  companies.  The  municipal 
market  was  slow  in  1991  due  to  financ- 
ing problems  from  the  recession  The 
recession  also  affected  the  industrial 
market,  though  more  selectively  and  on 
a  regional  basis 
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Carolina  and  Illinois  Looking  to  the  fu- 
ture, Handex  has  increased  iu  R&D 
budget,  partially  to  move  into  alterna- 
tive technologies  such  as  biore  mediation 
and  low-profile  air  strippers. 

While  business  in  Harding 
Associates'  (Novate  Calif.)  bade  yard 
suffered  as  California's  property  trans- 
fers and  construction  projects  ground  to 
a  halt,  growth  outside  of  California  was 
up  26%  for  second  quarter  fiscal  1992. 
Overall  growth  for  the  same  period  was 
12%.  Revenues  outside  of  California 
now  account  for  5 1  %  of  Harding's  busi- 
ness and  are  primarily  attributable  to 
CERCLA  and  RCRA-related  con- 
taminated site  practices  in  the  western, 
midwesiem  and  north  eastern  regions. 
Harding's  business  outside  Califor- 
nia took  a  jump  with  the  May  1991  ac- 
quisition of  Yates  &  Auberle  Ltd. 
(Chicago)  (About  half  of  Harding's 
growth  outside  that  state  is  attributed  to 
the  acquisition.)  Yates  &  Auberle,  a  40- 
person  environmental  engineering  firm, 
does  about  half  of  its  business  in  air 
quality  management,  a  field  Harding 
has  pegged  as  a  growth  opportunity 

ICF  Kaiser  Engineers  (Oakland. 
Calif),  a  subsidiary  of  ICF  Interna- 
tional Inc.  (Fairfax,  Va),  has  its  eye  on 
the  DOE  market,  like  a  number  of  other 
firms  in  construction,  defense  and  en- 
gineering/consulting The  DOE  market 
is  currently  increasing  at  a  rale  in  excess 
of  35%  annually,  according  to  Dr.  Marc 
Tipermas.  chairman  of  ICF  Kaiser 
Engineers'  Environment  Group. 

Already  at  work  at  10  DOE  sites, 
ICF  Kaiser  announced  a  five-year,  $25- 
million  contract  to  provide  support  to 
DOE's  Environmental  Restoration 
Program  at  the  Mound  plant  site  near 
Dayton.  Ohio  Other  big  DOE  awards 
for  last  year  include  a  $40-million,  five- 
year  engineering  project  at  Los  Alamos 
National  Lab  (New  Mexico)  and  a  $  1 0- 
million  project  at  Brookhaven  National 
Lab  (New  York).  Kaiser  Engineers 
Hanford  Co.  (a  subsidiary  of  ICF 
Kaiser  Engineers)  is  completing  a  five- 
year,  (570-million  remediation  project 
at  DOE's  Hanford  Nuclear  reservation 
and  is  competing  for  the  five-year  fol- 
low-on contract  valued  at  $500  million 
Roughly  40%  of  ICF  International's 
gross  revenues  in  1991  were  from  con- 
tracts with  government  agencies,  with 
DOE  contributing  almost  half.  Diver- 
sity is  obviously  important  in  customer 
mix  as  well  as  a  company's  blend  of 
products  and  services,  and  ICF  also  con- 
tinues another  form  of  diversification  by 
pursuing  the  global  market   ■ 
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CONSTRUCTION  FIRM  TURNS  TO  TURNKEY 
ENVIRONMENTAL  SERVICES  FOR  GROWTH 

Sludge  may  be  a  dirty  job,  but  Stone 
&  Webster  Environmental  Ser- 
vices Inc.  (Boston)  is  more  than  happy 
to  do  it. 


For  Stone  &  Webster,  New  York 
City's  big  problem — a  court-ordered 
mandate  to  halt  ocean  dumping  of  the 
330,000  cubic  yards  of  sewage  sludge 
produced  daily — meant  big  bucks.  The 
fast-track  project  will  amount  to  nearly 
$2.5  billion  once  completed,  involving 
everything  from  hazardous  waste  inves- 
tigations to  construction  of  a  dewatering 
facility  and  requiring  management  of 
more  than  60  subcontractors. 

President  James  Cleveland  believes 
that  Stone  &  Webster  Environmental 's 
strength  lies  in  the  engineering/con- 
struction company's  ability  to  tackle  a 
project  such  as  the  New  York  City 
sludge  contract  from  "soup  to  nuts." 

Construction,  cost  estimating  and 
project  management  capabilities  prove 
invaluable  not  only  in  winning  turnkey 
contracts  but  in  designing  better 
projects,  Cleveland  said.  In  addition, 
full-service  capabilities  may  become  es- 
sential to  securing  "partnering"  agree- 
ments, an  interactive  relationship  be- 
tween client  and  contractor  that  is  in- 
creasingly favored  by  large  corporations 
coping  with  a  multitude  of  environmen- 
tal issues  and  regulations 

Stone  &  Webster  has  developed 
"several*  partnering  arrangements, 
with  organizations  such  as  Tennesee 
Valley  Authority  and  BP  Chemicals, 
and  other  agreements  are  now  under 
negotiation,  he  said. 

Historically,  industries  such  as 
power,  chemicals  and  pulp  and  paper 
represent  the  backbone  of  this  1 03-year- 
old  company.  Cleveland  said  Ap- 
proximately 50%  of  Stone  &  Webster 
Environmental  Service's  revenues 
come  from  private-sector  contracts, 
while  public-sector  projects  such  as 
water  and  wastewater  treatment, 
hydroelectric  and  cleanup  of  DOE  and 
DOD  sues,  account  for  the  rest. 

Management  made  the  "conscious 
decision"  not  to  pursue  Environmental 
Protection  Agency  projects,  despite  the 
undeniable  financial  lure  associated 
with  ARCS  contracts  because  of  conflict 
of  interest  concerns,  he  noted  Helping 
the  EPA  to  develop  regulations  that 
could  affect  clients  not  only  doesn't  en- 
gender goodwill:  More  importantly,  it 
raises  "liability  as  well  as  indemnifica- 


tion,* concerns,  he  explained 

Environmental  projects  generate  ap- 
proximately 35%  of  Stone  &  Webster 
Engineering  Corp.'s  revenues,  which 
totaled  more  than  $660  million  in  fiscal 
1991  ended  Dec.  31,  Cleveland  said. 
The  environmental  division  bids  on 
"environmental  only"  contract,  but  it 
also  collaborates  extensively  with  other 
divisions  on  environmental  aspects  of 
projects  such  as  Clean  Air  Act  com- 
pliance for  power  plants.  Of  the  $227 
million  reported  in  environmental 
revenues  last  year,  wastewater  and 
water  supply  accounted  for  35%;  haz- 
ardous waste,  25%;  solid  waste  and 
residuals  management,  20%;  and  air 
pollution  and  decontamination/demoli- 
tion, the  rest. 

Revenues  for  Stone  &  Webster  En- 
vironmental Services  climbed  from 
30%  of  total  company  revenues  in  1990, 
to  35%  in  1991  and  will  probably  in- 
crease to  more  than  40%  in  1992,  he 
noted.  While  revenue  growth  con- 
tinued, the  recession  did  affect  business, 
primarily  by  delaying  contracts  and  cut- 
ting demand  for  industries  such  as 
power,  he  said. 

Approximately  20%  of  Stone  & 
Webster  Engineering  Corp.'s  interna- 
tional projects  are  environmental,  with 
most  of  the  parent  company's  revenues 
coming  from  process-  and  energy-re- 
lated work,  he  said.  Stone  &  Webster 
maintains  offices  in  the  United 
Kingdom,  Saudi  Arabia,  Canada, 
Thailand,  Malaysia  and  South  Korea. 
While  Stone  &  Webster  Environmental 
is  "evaluating  a  number  of  oppor- 
tunities" in  eastern  Europe  and  the 
Commonwealth  forthe  long  term,  these 
regions  don't  provide  as  much  short- 
term  interest  as  Saudi  Arabia  and  the 
Pacific  Rim,  he  noted.  ■ 


Global  Environmental 
Business  Journal 

debuts  this  summer  Global  EBJ  will 

locus  EBJ's  culling  edge  qualitative 
and  quantitative  analysis  on  the  global 
caviroanmcatal  industry.  It  will 
provide  an  ia-depth  look  at  market  op- 
portunities, regulatory  «*»—-"-.  tech- 
nology, finance,  competition  and 
baying  patterns  of  generators  and 
government  in  Europe,  the  Pacific 
Ron  and  the  developing  world 
Global  EBJ  win  be  pubhabod  6  times  a 
year  for  a  aubscriprion  price  of  $495. 
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ENVIRONMENTAL  INDUSTR  Y  SEGMENTS  1991 


PUBLIC  COMPANIES 

PRIVATE  COMPANIES 

Estimated 

Total 

Average 

Approx. 

Total 

Average 

Total 

# 

Afin.Rev. 

Rev/Co. 

# 

Ann.  Rev. 

Rev/Co. 

Revenue 

INDUSTRY  SEGMENT 

Co's 

(SMil) 

(SMil) 

Co's 

(SMil) 

(SMil) 

(SBil) 

1.   Analytical  Services 

5 

46.8 

9.4 

1500 

1700 

1.1 

1.7 

2.   Solid  Waste  Management 

16 

14409.2 

900.6 

5200 

13000 

2.5 

27.4 

3.   Haz  Waste  Management 

35 

4172.1 

119.2 

2800 

9500 

3.4 

13.7 

4.   Asbestos  Abatement 

12 

966.2 

80.5 

2500 

2000 

0.8 

3.0 

5.  Water  Infrastructure 

25 

6487.8 

259.5 

2500 

6000 

2.4 

12.5 

6.   Water  Utilities 

13 

1695.2 

130.4 

24000 

10100 

0.4 

11.8 

7.  Engineering/Consulting 

24 

4317.7 

179.9 

6800 

9100 

1.3 

13.4 

8.    Resource  Recovery 

23 

4534.1 

197.1 

5100 

11200 

2.2 

15.8 

9.    Instrument  Manufacturing 

13 

776.6 

59.7 

300 

1100 

3.5 

1.8 

10.   Air  Pollution  Control 

16 

1245.9 

77.9 

1200 

4100 

3.4 

5.3 

11.   Waste  Mgmt  Equipment 

16 

2014.5 

125.9 

6000 

9000 

1.5 

11.0 

12.   Envmntl  Energy  Sources 

9 

373.4 

41.5 

800 

1600 

2.0 

2.0 

TOTALS: 

207 

41,040 

198.3 

58,700 

78,400 

1.3 

119.4 

Industrial  customers  represent  al- 
most 60%  of  the  e/c  market,  and  some 
notable  business  trends  are  occurring  in 
this  sector.  Major  corporations  are  in- 
creasingly seeking  national  agreements 
with  e/c  firms.  Examples  of  Fortune  100 
companies  cutting  their  environmental 
consultants  from  more  than  50  down  to 
less  than  20  are  not  exceptional.  Like 
other  segments,  the  advantage  is  lilting 
in  favor  of  larger  national  firms,  but 
even  tiny  e/c  companies  can  thrive  in 
focused  niches 

Competition  for  business  will  be  the 
focus  of  the  90s.  Alan  Farkas  of  Farkas 
Berkowitz  &  Co.  comments  that  com- 
petition has  gotten  more  "hetero- 
geneous" in  the  90s.  Distinct  types  ofen- 
gineers  and  firms  and  their  respective 
markets  are  blending  together  and  are 
also  having  to  take  on  new  entrants  from 
other  industries  "With  increased 
heterogeneity,  comes  the  basis  for 
stronger  competitive  intensity,"  said 
Farkas.  Although  it  is  not  yet  prevalent, 
"we  will  see  stronger  competition  in  the 
years  ahead.* 

A  segment  that  has  experienced  in- 
tense competition  is  analytical  ser- 
vices An  overcapacity  of  labs  has  made 
pricing  pressure  the  main  challenge  for 
managers  The  recession  has  also  slowed 
demand,  yielding  a  flat  1991  with 
revenues  of  $1 .7  billion.  Growth  should 
return  following  some  consolidation  but 
won't  near  the  rates  of  the  mid-80s 

We  have  traditionally  viewed 
analytical  services  as  a  forerunner  for 
the  entire  environmental  industry.  Most 

Strategic  tnfonnanon  for  a  CkoMgiw^  IntUitry 


work  in  projects  and  services,  as  well  as 
equipment  purchases,  follows  some 
form  of  environmental  testing.  Rapid 
growth  in  the  80s  came  ahead  of  other 
segments,  and  it  stands  to  reason  that 
other  environmental  services  will  follow 
a  similar  course.  Overcapacity  in  the 
testing  business  could  foreshadow  over- 
supply  in  other  services,  leading  to  price 
pressures  and  growth  rates  below  expec- 
tations 

Instrument  manufacturing  rev- 
enues grew  a  modest  4%  in  1991  to  $1.8 
billion  Instrumentation  expenditures 
follow  more  of  a  regulatory  and  product 
development  cycle  than  an  economic 
one,  contend  manufacturers.  Neverthe- 
less, growth  has  slowed  considerably 
over  the  past  two  years 

New  regulations  will  continue  to 
provide  markets  for  monitoring  and 
analysis  Recent  stormwater  regula- 
tions maintained  sales  for  many 
manufacturers 

About  57%  of  the  market  in  analyti- 
cal instruments  is  for  laboratory  use.  es- 
timates a  report  by  Strategic  Direc- 
tions International  Inc.  (Los  An- 
geles) Air  analysis  (24%),  water 
analysis  (12%),  radiation  and  others 
make  up  the  rest  The  report  also  es- 
timates that  the  US  represents  about 
half  of  the  total  global  market. 

The  25  publicly  traded  companies 
selling  water  treatment/infrastruc- 
ture equipment  grew  their  revenues  8% 
in  1991  despite  flat  capital  expenditures 
by  municipalities  and  very  modest  in- 
creases by  industry.  Construction  costs 


make  up  more  than  half  the  expendi- 
tures in  wastewater  treatment  systems 
(63%  as  estimated  by  a  William  T. 
Lorenz&Co.  report)  and  much  of  these 
aren't  counted  in  the  $12.5  billion  we 
estimate  for  segment  revenues. 

Equipment,  chemicals,  repair  and 
specialized  services  represent  most  of  the 
water  infrastructure  segment,  but  dear- 
ly much  more  is  spent  on  water  and  was- 
tewater management  each  year.  A 
report  by  Richard  Miller  &  Associates 
(Norcross,  Ga.)  puts  the  total  market  at 
over  $30  billion,  $6  billion  for  industrial 
capital  expenditures,  $12  billion  for 
municipal  capital  expenditures,  $5  bil- 
lion for  industrial  O&M  and  $9  billion 
for  municipal  O&M.  Obviously,  a 
majority  of  these  costs  don't  make  it  into 
the  environmental  industry. 

Air  pollution  control  is  another 
equipment  segment  that  has  been  flat 
recently  as  capital  expenditure  is 
postponed.  Waiting  for  final  Clean  Air 
Act  regulations  is  an  even  more  sig- 
nificant factor  in  holding  off  the  an- 
ticipated burst  in  market  growth.  Con- 
sultants have  been  the  first  to  benefit, 
but  equipment  manufacturers,  in- 
stallers and  materials  providers  all  an- 
ticipate good  tiroes. 

Utilities  form  roughly  half  of  the 
U.S.  APC  market  today,  but  new  air 
toxics  regulations  will  increase  the 
market  proportions  of  the  chemical,  sur- 
face coating  and  metal  industries.  APC 
is  probably  the  most  global  of  any  in- 
dustry segment  (sec  EBJ,  Nov. 91),  with 
the  U.S.  expected  to  increase  its  30%  of 
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FIVE  YEAR  INDUSTRY  GROWTH 


AvrjAnn 

Projected  Revenue  ($  Billions) 

Industry  Segment 

Growth 

1991 

1992 

1993 

1994 

1995 

1996 

1.  Analytical  Services 

6* 

1.7 

1.8 

2.0 

2.1 

2.2 

2.3 

2.  Solid  Waste  Mgmi 

5% 

27.4 

28.5 

30.8 

32.6 

33.9 

35.3 

3.  Haz  Waste  Mgmt 

6% 

13.7 

14.3 

15.6 

16.7 

17.5 

18.4 

4.  Asbestos  Abatement 

1% 

3.0 

3.1 

3.2 

3.2 

3.2 

3.1 

S .  Water  Infrastructure 

4% 

12.5 

13.1 

13.8 

14.5 

15.0 

15..5 

6.  Water  Utilities 

2* 

11.8 

12.0 

12.3 

12.5 

12.7 

13.0 

7.  Engineering/Cons 

9% 

13.4 

14.3 

16.4 

18.0 

19.4 

20.6 

8.  Resource  Recovery 

10% 

15.8 

16.7 

18.7 

20.8 

23.0 

25.3 

9.  Instrument  Mfg 

6% 

1.8 

1.9 

2.1 

2.3 

2.4 

2.5 

10.  Air  Pollution  Control 

13% 

5.3 

5.8 

6.7 

7.7 

8.8 

9.9 

11.  Waste  Mgmt  Equip 

7% 

11.0 

11.6 

12.7 

13.7 

14.6 

15.1 

12.  Envmil  Energy 

7% 

2.0 

2.1 

2.2 

2.4 

2.6 

2.8 

Total: 

7% 

119 

125 

136 

147 

156 

164 

(Composite  Annual  Grow 

lb   Rait  i 

4.8% 

8.9% 

7.4% 

6.2% 

\4'r 

PRODUCTS,  SERVICES 

Ordinary  industries  can  be  divided 
intc  two  general  categories, 
products  and  services.  But  the  environ- 
mental industry  merits  the  addition  of  a 
third  category,  construction.  Construc- 
tion can  also  be  characterized  as  a  one- 
lime  service  or  capital  expense.  In  com- 
pleting our  second  annual  listing  of  top 
environmental  engineering/consulting 
firms,  it  became  apparent  that  our  list 
compared  apples  and  oranges  and  it 
made  sense  to  attempt  to  isolate  the  con- 
struction component. 

Hence  we  now  list  the  top  environ- 
mental contracting/construction  firms 
as  well  as  the  top  e/c  firms  (see  p.  3).  This 
exercise,  along  with  the  ongoing  task  of 
reconciling  our  sell-side  analysis  of  en- 
vironmental industry  revenues  with  the 
more  universal  buy-side  analysis  of  en- 
vironmental expenditures,  almost  led  to 
the  formation  of  a  construction  segment 
to  our  industry  definition. 

Construction  projects  are  imbedded 
in  other  segments  besides  engineer- 
ing/consulting. In  fact,  the  vast 
majority  of  the  revenues  of  our  top  con- 
struction firms  fall  into  other  segments 
A  portion  of  hazardous  waste  manage- 
ment revenues  comes  from  remediation 
construction  projects,  all  of  which  are 
counted  in  our  industry  analysis. 

Air  pollution  control  provides  the 
most  distinct  example  of  construction 
revenues  not  finding  their  way  into  the 
environmental  industry.  Most  estimates 
of  expenditures  associated  with  air  pol- 
lution  control   last   year  were   in   the 


AND  CONSTRUCTION 

vicinity  of  $20-25  bilion  but  only  a  small 
percentage  of  those  were  equipment 
costs.  Our  estimate  of  $5  3  billion  in 
revenues  in  APC  include  all  the  equip- 
ment, materials  and  specialty  services 
associated  with  construction  and  main- 
tenance of  systems,  not  construction  or 
consulting.  A  typical  flue  gas  desul- 
furization  project  will  include  the  pur- 
chase of  equipment  but  a  much  more 
sizable  expense  in  labor  and  construc- 
tion is  paid  either  to  a  variety  of  types  of 
construction  contractors  or  is  even  an 
internal  expense  for  the  purchaser. 

Another  frontier  of  construction 
revenues  for  environmental  projects  is 
facilities  for  manufacturing  alternative 
products  Firms  have  already  designed 
and  built  or  modified  plants  for  CFC  re- 
placements, MTBE  (a  replacement  for 
lead  in  gasoline),  alternative  energy  and 
a  new  generation  of  products  is  waiting 
on  the  drawing  boards 

Perhaps  even  more  compelling  is  the 
new  generation  of  manufacturing 
facilities  for  all  industries  that  will  be 
built  in  the  next  two  decades  and  the  pol- 
lution prevention  parameters  that  are 
becoming  commonplace  in  design. 
Much  of  the  specialized  engineering 
going  into  all  these  projects  will  go  the 
environmental  companies  but  little  of 
the  construction  dollars  will.  It  is  little 
wonder  that  a  major  trend  in  environ- 
mental services  has  been  construction 
firms  diversifying  or  buying  into  en- 
gineering/consulting and  e/c  firms  ad- 
ding construction  capabilities.  ■ 


the  market  to  nearly  40%  in  five  years 

Asbestos  abatement  suffered  the 
most  dramatic  losses  of  any  environ- 
mental industry  segment  in  1991.  In- 
dustry revenues  plunged  25%,  and  the 
revenues  of  EBJ's  13  still-consolidating 
publicly  traded  firms  were  down  14%. 
The  recession  had  a  major  impact  on  the 
asbestos  industry,  notably  discretionary 
jobs  not  associated  with  renovation  or 
demolition.  Weakness  in  the  property 
market  also  delayed  work  associated 
with  commercial  renovation. 

The  number  of  players  also  showed 
a  sharp  decline,  with  the  number  of 
$250,000  businesses  falling  from  1,500 
to  700,  said  Neil  Wcrnick  of  Rifkin- 
Weraick  Associates  ^Jenkintown,  Pa.). 
Diversification  into  such  areas  as  UST 
cleanup,  indoor  air  pollution  control 
and  lead  paint  abatement  has  been  on 
many  lips  for  the  last  few  years  but  pur- 
sued successfully  by  relatively  few  firms. 
In  1991  the  much- talked -about  market 
for  lead  paint  abatement  was  about  $900 
million,  but  it's  an  opportunity  that's 
not  yet  quite  ripe,  said  Wemick. 

This  year  the  asbestos  industry  will 
show  an  improvement  over  depressed 
1991  levels,  maybe  by  as  much  as  20- 
25%,  said  Wemick.  Olin  Jennings  of 
The  Jennings  Group  (Chatham,  N.J.) 
believes  that  the  market  is  "alive  and 
well,*  but  he  feels  that  "1992  should 
mark  the  beginning  of  emerging 
stability."  The  success  of  asbestos  firms 
will  depend  not  only  on  diversification 
strategies  but,  more  importantly,  on 
market  position,  financial  strength  and 
management  decisions,  said  Jennings. 

Waste  management  equipment 
serves  as  a  catch-all  segment  for  en- 
vironmental products  and  technologies 
not  specifically  associated  with  water 
and  air  pollution  control.  The  majority 
are  purchased  by  generators  but  some 
are  used  in  the  waste  management  seg- 
ments. Products  include  waste  storage 
and  containment  units  like  drums, 
tanks  and  liners,  and  waste  handling 
and  compression  equipment  like  protec- 
tive clothing  and  heavy  equipment. 
Products  for  spill  response,  indoor  air 
quality,  noise  abatement  and  occupa- 
tional safety  are  also  included.  The 
category  with  the  highest  growth  poten- 
tial may  be  environmental  software  and 
information  management  systems. 

Diversified  Companies  are  defined 
as  companies  deriving  a  dear  majority 
of  their  revenues  from  the  environmen- 
tal industry,  but  with  a  majority  of  those 
revenues  not  residing  in  a  particular 
segment.  Air&  WaterTechnologiesser- 
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veiua  good  example  In  1991  it  com- 
pleted its  purchase  of  Met  calf  Sc  Eddy, 
the  number  3  engineering/ consulting 
firm,  and  maintained  ita  ownership  in 
Research- Cottrell.  the  number  1  seller 
of  APC  equipment  in  the  United  Stales 
last  year. 

Environmental  industry  giant  Waste 
Management  Inc.,  with  revenues  top- 
ping $7.5  billion,  may  yet  migrate  from 
segment  2  to  segment  13  With  links  to 
Chemical  Waste  Management  in  seg- 
ment S,  Brand  in  segment  4,  SEC 
Donohue  in  segment  7 ,  iu  own  recycling 
subsidiary  Recycle  America  and  waste- 
to-energy  leader  Wheelabrator  in  seg- 
ment 8  and  National  Seal,  the  no.  2 
landfill  lining  company,  in  segment  11, 
Waste  Management  has  nearly  all  the 
bases  covered.  No  other  company  has 
cast  its  nets  as  wide  as  Waste  Manage- 
ment, but  no  doubt  more  than  a  few 
business  plans  call  for  diversification 

Conglomerates  continue  to  play  an 
increasingly  important  role  in  the  en- 
vironmental industry,  as  evidenced  by 
the  growth  of  firms  tracked  in  segment 
14  of  the  EBJ  Index.  From  eight  com- 
panies two  years  ago  to  1 7  last  year  and 
up  to  25  major  corporations  today  are 
listed.  Originally  we  defined  environ- 
mental conglomerates  as  multi-million 
dollar  corporations  with  divisions  or 
subsidiaries  generating  at  least  (25  mil- 
lion in  environmental  revenues. 

Conglomerates  own  a  number  of  top 
engineering  firms,  including  Radian 
Corp.  (no.  1 1  on  our  engineering/con- 
sulting list  owned  by  Hartford  Steam 
Boiler),  Environmental  Science  &  En- 
gineering (no.  13,  owned  by  Cilcorp) 
and  United  Engineers  &  Constructors 
(no.  5  on  our  contracting/construction 
list  owned  by  Raytheon  Co.).  Publicly 
traded  construction  conglomerates  in- 
clude Fltior  (no.  2  on  our  contract- 
ing/construction list),  Dresser  In- 
dustries (owns  no.  3,  M.W.  Kellogg  as 
well  as  the  no.  5  APC  equipment  firm, 
Lodge  Cottrell),  Foster  Wheeler  (no.  4 
and  in  the  top  five  in  waste-to-energy) 
and  Morrison- Knudsen  (no. 7). 

Other  segments  were  also  well  repre- 
sented Alcoa  controlled  41%  of  the 
aluminum  can  recycling  market,  and 
some  paper  manufacturers  entered  the 
waste  paper  business.  Hewlett-Packard, 
Perkin  Elmer  and  Varian  are  all  sig- 
nificant players  in  the  environmental  in- 
strumentation market.  Coming  owns 
Enscco,  the  nation's  leading  environ- 
mental testing  business,  with  $82  mil- 
lion in  revenues  in  1991 .  Union  Pacific 
owns  USPCI,  a  S250-million  hazardous 
waste  management  firm,  and  is  one  of  a 


handful  of  railroad  companies  in  the 
waste  business,  Conrail  and  Burlington 
being  two  other  notables.  Westinghouse 
has  been  making  moves  recently,  selling 
its  engineering/consulting  subsidiary 
and  going  ahead  with  aggressive  plans 
in  the  hazardous  waste  disposal,  in- 
cineration and  remediation  construc- 
tion businesses. 

Chemical  industry  leaders  Du  Pont, 
Dow,  Amoco,  Rhone-Poulenc  And 
others  are  leveraging  their  expertise  into 
the  hazardous  waste  business.  Du  Pont 
and  Dow  have  contrasting  strategies, 
however,  for  sudsidiaries  that  will  both 
lop  |50  million  this  year.  Ted  Fischer, 
president  of  Du  Pont  Environmental 
Remediation  Services,  says  that  his 
company  is  mainly  'servicing  internal 
needs*  and  endeavoring  to  do  project 
management  at  all  Du  Pont  sites.  Barry 
Nan,  president  of  Dow'i  subsidiary 
A  WD  Technologies,  says  iu  goal  is  not 
to  serve  its  parent  but  be  a  leader  in  the 
commercial  market,  also  an  eventual 
goal  shared  by  Fischer.  Both  companies 
surely  benefit  from  the  technical  exper- 
tise, capital  base  and  R&D  budgets  of 
their  parents. 
OVER  THE  HORIZON 

Last  year  was  unpleasant  for  en- 
vironmental industry  executives,  and 
the  burning  question  remains:  Was 
1991  just  a  hitch  in  the  growth  curve,  or 
a  sign  of  times  to  come?  How  does  the 
environmental  industry  as  we  know  it  fit 
into  the  "sustainable  economy*  en- 
visioned by  futurists  and  embraced  by 
progressive  policymakers? 

The  question  that  will  determine 
whether  we  move  in  the  direction  of  a 
more  sustainable  economy  is,  will  our 
economic  system  ever  fully  value  our 
ecological  system? 
Environmental 
regulation  is  the 
first  step  in  this 
long  process.  In- 
ternalizing en- 
vironmental costs 
into  the  price  of  all 
our  goods  and  ser- 
vices, however, 
will  take  more 
than  just  a  politi- 
cally popular 
"paradigm  shift.* 
The  writing  on 
the  wall  is  that  the 
environmental  in- 
dustry will  be 
folded  into  the 
strategic  develop- 
ment of  industry 
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in  general.  The  result  being  that  some 
services  will  be  absorbed  and  some  will 
remain  distinct. 

The  year  1991  will  be  remembered 
for  its  never-ending  recession,  but  many 
companies  anticipate  a  return  to  busi- 
ness as  usual.  Growth  will,  of  course, 
pick  up  for  environmental  companies, 
as  portrayed  in  the  chart  below.  Results 
in  1991  were  *a  recession-induced  blip," 
agreed  Alan  Farkas.  In  fact,  there  may 
even  be  a  recovery-induced  spike  in  the 
curve ,  but  i*  is  unlikely  to  be  big  or  sud- 
den enough  to  be  noticed.  There  will  be 
some  releasing  of  pent-up  demand,  but 
only  in  those  segments  driven  by  com- 
pliance and  liability  like  remediation 
and  air  and  water  quality.  Farkas  also 
agreed  with  our  assertion  that  the  en- 
vironmental industry  would ,  in  general , 
be  "a  lagging  indicator"  coming  out  of 
the  recession. 

The  environmental  industry  will 
make  up  for  lost  time,  but  forces  are  al- 
ready at  work  that  will  contribute  to  a 
gradual  deceleration  in  most  segments. 
The  charts  on  page  10  illustrate  the 
leveling  of  net  revenues  in  publicly 
traded  environmental  companies  in  the 
EBJ  Index  over  the  past  three  years.  As 
mentioned  these  results  aren't  entirely 
attributable  to  the  recession. 

Now  its  time  for  the  wake-up  call. 
Look  at  the  chart  on  page  1 1 .  It  is  the 
sum  total  of  trend  analysis  in  each  of  the 
12  environmental  industry  segments 
Whether  or  not  the  industry  will 
measure  precisely  $173  billion  in  2006, 
the  chart  illustrates  the  sobering  fact  that 
the  market  will  inevitably  diminish. 
THE  WRITING  ON  THE  WALL 

Remediation  of  existing  sites,  no 
matter  how  long  the  list,   is  clearly  a 
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business  with  finite  life  cycle.  Undoub- 
tedly .  new  standards  of  cleanup  or  con- 
tainment will  also  be  hammered  out  and 
will  influence  the  lifespan  of  the  busi- 
ness. Does  anyone  really  believe  that  the 
University  of  Tennessee's  projected 
costs  of  $750  billion  to  remediate  the 
nation's  contaminated  sites  to  current 
standards  will  be  spent? 

The  remediation  market  will  be 
strong  for  at  least  a  decade  and  maybe 
two,  but,  like  other  cleanup  markets 
such  as  asbestos  abatement  and  under- 
ground storage  tanks,  it  has  to  end  some- 
time We  are  making  more  USTs  (albeit 
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better  structured  and  monitored),  but 
we  certainly  aren't  making  much  asbes- 
tos  and,  hopefully,  not  many  more  Su- 
perfund  sites. 

Also  affecting  the  hazardous  waste 
management  segment  are  the  already 
diminishing  volumes  of  hazardous 
waste  to  be  managed.  A  number  of  large 
quantity  generators  have  made  im- 
mense strides  in  cutting  waste  flows  by 
merely  correcting  design ,  operation  and 
material  inefficiencies  that  didn't  ac- 
count for  environmental  costs. 

Northrop  Aircraft  Division  (Haw- 
thorne, Calif.)  is  one  example  of  many 
companies  from  many  in- 
dustries that  are  in  the  midst 
of  successful  waste  minimiza- 
tion programs.  By  mid-1991, 
Northrop  reduced  its  hazard- 
ous waste  by  50%  from  1989 
and  aims  for  a  90%  reduction 
from  1 989  levels  by  1 996  while 
increasing  production.  Gary 
Freeman,  Northrop's  deputy 
for  environmental  manage- 
ment, admits  that  the  first  half 
of  the  reductions  will  be  the 
easiest,  most  resulting  from 
correcting  what  now  appear  to 
be  glaring  inefficiencies  but 
were  once  standard  opera- 
tions. Large  avoided  disposal 
costs  have  kept  management 
in  support  of  going  ahead  with 
the  more  expensive  waste 
minimization  investments 
needed  to  achieve  Northrop's 
goals,  said  Freeman. 

While  Northrop  is  by  no 
means  unique,  the  majority  of 
industrial  companies  have  yet 
to  make  even  the  easy  waste 
reductions,  however,  but 
these  will  increasingly  reduce 
hazardous  waste  volumes 
available  for  commercial 
management  in  the  next  few 
years  OfT-sitc  services  will  al- 
ways have  a  market  in  the 
form  of  reclamation,  recy- 
cling, incineration  and  to  a 
lesser  extent  storage  and 
landfilhng,  but  the  volumes 
available  for  commercial  han- 
dling will  be  smaller.  It  is  said 
that  the  manufacturing  sector 
rebuilds  its  factories  every  20 
years,  and  the  new  generation 
already  coming  on  line  shows 
a  significant  decrease  in  waste 
output. 

Hazardous  waste  manage- 
ment is  an  area  in  which  new 
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technology  can  hurt  business  for  ven- 
dors, not  only  by  diminishing  waste 
volumes  and  facilitating  alternative 
treatment,  but  by  helping  to  internalize 
waste  management  for  generators  A 
buyer  will  choose  to  obtain  a  product  to 
treat  his  own  waste ,  particularly  if  it  can 
be  built  in  to  a  new  facility,  rather  than 
incur  the  ongoing  expense  of  hiring  a 
hazardous  waste  management  firm.  It's 
no  secret  that  disposal  firms  in  both  haz- 
ardous and  solid  waste  have  not  been 
strong  promoters  of  waste  minimiza- 
tion. 

Analyst  Hugh  Holman  of  Alex. 
Brown  &  Sons  sees  the  90s  as  the  decade 
in  which  technology  will  significantly 
alter  the  hazardous  waste  industry.  Be- 
sides the  obvious  trend  towards  avoid- 
ing the  generation  of  pollution  in  the 
first  place,  Holman  anticipates  a  shift 
from  physical  waste  management  to 
chemistry-based  approaches,  anticipat- 
ing that  the  segment  in  2000  will 
resemble  the  chemical  industry  more 
than  the  hazardous  waste  management 
business  of  today.  Another  trend  is  the 
"unbundling"  of  wastest reams  as  both 
technology  and  regulation  increasingly 
target  specific  wastes. 

By  the  same  token,  waste  reduction 
will  affect  solid  waste  management 
firms,  but  reductions  in  volumes  will 
neither  be  as  easy  nor  as  immediately 
apparent.  A  variety  of  studies,  blinded 
to  some  extent  by  past  numbers,  project 
per  capita  generation  of  municipal  solid 
waste  to  grow  steadily  over  the  next  20 
years.  EPA's  numbers  indicate  that 
Americans  generated  2.7  lbs.  of  MSW 
per  person  per  day  in  1960,  growing  to 
3.8  lbs.  in  1986  and  4  lbs.  in  1990. 
EPA's  projections  for  the  future  are  for 
4.4  lbs.  in  2000  and  4.9  lbs.  per  person 
perdayofMSWin2010. 

Not  all  those  who  look  at  the  market 
agree.  A  recent  solid  waste  report  by 
William  T.  Lorenz  &  Co.  (Concord, 
N.H.)  states:  "The  actual  growth  rate  in 
per  capita  generation,  with  all  source 
reduction  and  waste  minimization 
programs  in  place,  could  be  even  slower 
than  forecast  by  the  EPA.  It  is  even  con- 
ceivable that  the  daily  generation  rate 
could  actually  decline  between  now  and 
the  year  2000."  We  agree  and  even 
forecast  a  reduction  in  the  rate  in  our  30- 
year  model.  Products  and  consumer 
habits  are  changing  rapidly  enough  to 
reverse  the  trend  in  this  decade.  The 
United  States  currently  generates  twice 
as  much  MSW  per  capita  than  Ger- 
many, Japan,  France  or  the  United 
Kingdom. 

Strategic  Information /—■  a  CiaMging  Indkatry 
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Equally  important  to  solid 

waste  companies  is  the  shin:  in 

how    the    waste    will    be 

managed    Landfilling  peaked 

in  1985  at  83%,  according  to 

the   Lorenz  report,  and  the 

MSW    management    mix 

moved  to  68%  landfill,  17% 

waste-to-energy  incineration 

and  15%  recycled  in  1990.  By 

1995   Lorenz   predicts   that 

landfilling  will   be  down   to 

55%,   waste-to-energy  up  to 

22%,  recycling  up  to  22%, 

with  composting  starting  to 

play  a  role .  The  consensus  top 

end  for  recycling  is  25-30%  of 

MSW.    Some    proponents 

believe  that  composting  could 

eventually   manage   almost 

half  the    wastestream,    but 

most      projections      put 

composting's  share  at  6*10% 

in  2000. 

Many  solid  waste  manage- 
ment companies  have  under- 
taken the  shift  to  integrated 
waste  management  services  by  offering 
recycling  and  by  increasing  their  inter- 
est in  the  waste-to-energy  business.  Al- 
though volumes  of  waste  may  not  grow 
as  many  expect,  prices  to  manage  each 
unit  volume  will  surely  rise.  Revenues 
in  the  solid  waste  segment  will  continue 
to  grow,  though  portions  of  revenues  of 
individual  companies  will  gravitate 
towards  resource  recovery.  In  spite  of 
maintaining  revenue  growth,  the  capi- 
tal expense  for  industry  leaders  to  create 
the  infrastructure  of  integrated  services 
demanded  by  the  public  and  govern- 
ments will  show  up  in  lowered  earnings 
throughout  the  decade. 

Companies  in  the  post-consumer 
and  post-industrial  recycling  side  of 
resource  recovery  will  benefit  from  the 
creation  of  another  infrastructure:  the 
one  which  uses  recycled  materials  as  a 
feedstock  Recyclers  have  been  per- 
petually plagued  by  unstable  demand, 
and  thus  unstable  prices,  for  their 
material. 

Paper  provides  a  good  example  of  the 
cycle  recovered  materials  go  through.  In 
1990  79  million  tons  of  paper  and  paper- 
board  products  were  produced  in  the 
United  States,  and  37%  or  29  million 
tons  of  scrap  paper  was  collected  (6.5 
million  tons  of  this  was  exported).  Old 
newspapers  represented  6  million  tons  of 
the  scrap  paper  collected  in  1990  but 
only  18  million  tons  were  bought  by 
newsprint  producers.  At  the  time, 
operating  mills  in  North  America  had 
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the  capacity  to  recycle  only  3.6  million 
tons  of  old  newspapers.  No  wonder  it 
wasn't  difficult  for  buyers  to  convince 
sellers  of  the  "glut"  and  receive  rockbot- 
tom  prices. 

The  addition  of  recycling  capacity 
has  been  dramatic  recently,  partially  in 
response  to  oversupply,  and  an  addi- 
tional capacity  for  more  than  3.7  mil- 
lion tons  of  old  newspapers  will  be  com- 
pleted by  the  end  of  1992.  The  pulp  and 
paper  industry  is  also  slowly  discovering 
that,  once  deinking  and  other  equip- 
ment is  capitalized,  making  recycled 
paper  can  save  money. 

State  recycled  content  laws, 
however,  will  be  the  strongest  long-term 
driver  behind  the  addition  of  recycling 
capacity.  Since  most  laws  requiring  cer- 
tain percentages  of  recycled  content  are 
phased  in  stages  into  the  next  century, 
and  virtually  every  state  and  possibly 
the  federal  government  plans  such 
measures,  demand  for  paper  looks  like- 
ly to  stabilize  for  recyclers. 

Chemical  recovery  promises  to  be  a 
mainstay  of  the  resource  recovery  busi- 
ness, although  it  docs  not  represent  a 
large  portion  of  us  revenues  today. 
Much  of  the  business  will  be  transferred 
from  the  hazardous  waste  management 
segment  as  reclamation  technologies 
take  hold  for  many  hazardous 
wastestreams. 

Revenues  for  the  resource  recovery 
segment  should  average  double-digit 
growth  well  into  the  next  century.  As 
mentioned,  a  significant  portion  will  be 


cannibalized  from  other  segments,  but 
the  relative  value  of  reclaimed  materials 
will  also  increase  appreciably. 

Water  infrastructure  and  water 
utility  companies  won't  encounter 
diminiahingdemand  for  clean  water  but 
will  reach  a  level  of  stable  growth.  The 
nation's  infrastructure  is  in  need  of 
repair  and  this  will  continue  to  drive  the 
market  for  equipment  and  specialty  ser- 
vices. Construction  of  new  treatment 
facilities  has  been  flat,  but  an  eventual- 
ly upgraded  Clean  Water  Act,  along 
with  more  funding,  will  spur  new  secon- 
dary and  tertiary  treatment  systems. 
New  infrastructure  projects  for  using 
reclaimed  and  gray  water  should  also 
emerge  in  the  next  century.  In  the 
meantime,  a  number  of  equipment 
manufacturers  should  find  receptive  in- 
ternational markets  as  water  quality  is- 
sues penetrate  the  developing  world. 

Technical  services  in  the  environ- 
mental industry  have  historically  been 
focused  on  righting  the  environmental 
wrongs  of  the  past.  We  haven't  made  up 
for  100  years  of  industrial  neglect  in  a 
decade  and  much  work  in  waste 
management  and  cleanup  remains,  but 
there  is  only  so  long  we  can  make  up  for 
lost  time.  Eventually  the  balance  of 
work  will  shift  to  applying  technology 
and  services  to  mitigating  future  en- 
vironmental problems  rather  than 
cleaning  up  old  ones.  It  is  up  to  the  en- 
vironmental industry  to  lead  the  shift  or 
find  itself  being  absorbed  by  industry 
rather  than  complementing  it    ■ 
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ST.  PETER  REVISITED 
Dcju  Vu  All  Over  Again? 

A  v*a/  ago.  -v.  WMMMd  that  the  market  «■ 
playing  out  »t*  o«a  vs-rsson  of  'St  Peter  Who  m 
goi^  to  heaven,  and  »*no  ■  going  to  bell? '  At  the 
tiaic,  the  first  quarter's  big  run-up  was  over,  and 
nnean.il  were  beginning  to  be  much  more  seiec- 
irvr  Tne  naiitt  eocene  to  be  playing  •  "ni  ■*** 
game  thai  quarter,  but  with  *  slightly  different 
rwiat.  Thai  tune,  the  question  —  to  be:  *Wbo 
■  going  to  heaven,  and  who  ■  staying  in  bdl?" 

A  modest  recovery  a  cjmectad,  but  unlike  the 
rsaikf  tide  thai  raws  all  ships,  not  all  rtwn  patios 
are  going  to  move  up  at  the  now  lime  or  at  the 
aame  rate.  The  tnck  will  be  to  identify  those  firms 
best  p owt wed  to  take  advantage  of  whatever  in- 
crease in  activity  is  available.  Uniortuaatcly,  pcaa- 
trvc  activity  will  be  rare  in  tbe  en viron menial  in- 
dustry. In  industry  groups  identified  in  7ar  Wmtl 
S*mljm*ml,  the  pollution  group  fell  over  10%  in 
the  first  quarter,  about  three-quarters  down  the 
las  of  industries.  We  predict  more  of  tbe  same.  As 
general  economic  activity  picks  up,  activity  in  en- 
vironmental segments  will  pick  up,  loo,  but  with 


EUJ  Index  fell  5.5%  to  wipe  out  the  modest  gains 
of  the  first  iw  month.  The  EBJ  dosed  the 
quarter  down  0.4%.  The  NASDAQ OTC  Com- 
postte  fell  4.7%  in  March,  butstul  managed  a 3% 
gain  for  the  quarter.  Tbe  NYSE  Composite  and 
the  Standard  *  Poor's  500  Stock  Index  both  fell 
alighdy  over  2%  for  tbe  month  and  ended  the 
quarter  down  around  3%.  The  Dow  Jonea  la- 
duathal  Average  dropped  I  %  for  the  month  and 
was  up  2-1%  for  the  quarter.  These  results  prove 
a  dramatic  change  from  first  quarter  *9 1  when  the 
vom  performing  index  was  up  over  10%  and  the 
NASDAQ  gained  30% . 

Within  the  EBJ  ladex.  Solid  Weaae  Manage- 
ment took  s  nasty  diva  of  25.2%  mainly  on  the 
accounting  woes  si  Chamber*  Dsvekoeanent  (sec 
Biggest  Losers)  The  two  Chambers  stock*  fell 
about  70%  each.  The  bad  asws  affected  other 
aolid  waatc  companies,  too.  ssssssssssssssl  Waste 
fell  28.2%;  tutor*  U  iimniiul  services 
dropped  27.5%;  and  oven  industry  giant  Waste 
Ma*agesse»t  lost  12.3%.  ssssaaTassal  Waste 
Management  lost  15.8%  on  continued  bad  news 
at  Hands*  (-41.6%);  and  large  losses  st  Tetra 
Technology  (-41.9%),  Qnasmn   lac  (-34.9%), 
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412.70 

-2-2% 

-32% 

NASDAQ  OTC  Composrta 

803.77 

63347 

-4  7% 

3.0% 

some  considerable  delays.  Increased  manufactur- 
ing will  result  in  increased  waate  thai  needs  haul- 
ing snd  recycling  and  will  require  more  purchases 
of  pollution  control  equipment  to  meet  growing 
regulaisons.  Government  and  industry  budget* 
will  take  time  to  rebound,  however,  even  when 
the  economy  recovers.  Because  environmental 
firms  have  been  on  lean  diets  lately,  competition 
will  be  fierce  for  what  business  does  come  along. 
so  profit  margins  and  earnings  will  remain  rels- 
tively  weak  into  1993 
THE  NUMBERS 

A  noble  Roman  was  once  told  to  beware  the 
Ides  of  March.  Based  on  the  results  for  March,  it 
would  have  been  s  good  idea  for  environments] 
investor*  to  svotd  the  enure  month.  All  of  the  in- 
dices  fdl.  but  the  EBJ  Index  fell  the  most    The 


and  Tank  oology  Environmental  Inc.  (-32.8%). 
Other  segments  weighing  in  with  double  digit  los- 
ses were  Analytical  Services  with  a  11.9%  fall  and 
Asbestos  Absicment  with  s  10.9%  drop.  Only 
Environ  menial  Energy  Sources  posted  a  positive 
gain,  moving  up  4%,  on  the  45. 3%  jump  of  Ener- 
gy Conversion  Devices  (Troy,  MI)  a  producer  of 
photovoltsic  and  battery  products  for  environ- 
mental applications  such  as  electric  cars. 

For  the  quarter.  Asbestos  Abatement  gained 
the  most  by  jumping  14.6%  after  being  the  only 
losing  segmen;  in  1991,  dropping  15%  for  the 
year.  Air  Pollution  Control,  Resource  Recovery 
and  Energy  Sources  were  also  strong  gainers.  On 
the  down  side.  Solid  Waste  dropped  22.4%, 
Hazardous  Waste  Management  and  Diversified 
Companies  fell  9.7%  and  8.6%.  respectively. 
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QUARTER 

U.  Ch.ner 

Asbestos  Abasement 

14  6% 

Air  Pollution  Control 

12.3% 

Resource  Recovery 

104% 

Environmental  Ener  Source 

8  1% 

Waate  Man  ay  mem  Equip 

4.1% 

Conglomerates 

39% 

Analytical  Services 

3.7% 

Water  Infrastructure 

1.9% 

Engineering/Consulting 

-1.1% 

Instrument  Manufacturing 

■1.2% 

Water  Utilities 

■2.8% 

Diversified  Companies 

-8.6% 

Htraardous  Waate  Mgmi 

-9.7% 

Solid  Waate  Management 

-22  4% 

IPOi  axtd  MotAi 

The  much  anticipated  initial  public  oflenng 
(IPO)  by  Dames  It  Moore  (DMO  R )  came  out  in 
March.  The  environmental  engineering/consult 
tug  firm  offered  5.75  million  shares.  Dames  It 
Moore  (Los  Angela)  raieed  146.8  million  from 
2.1  million  new  shares  and  selling  investors 
received  proceeds  from  the  sale  of  3.25  million 
shares.  The  company  did  not  receive  any  of  the 
proceeds  from  the  selling  eoci holders 

The  success  of  the  offering  spoke  to  the 
"caliber  of  Dames  A  Moore'  and  its  'geographi- 
cal and  technical  capabilities'  according  to 
Analyst  Jeffrey  Berg  of  Eaysaood  Ja— I  It  As 
rTrrt-'—  Inc.  The  offering  was  dubbed  the  Isrgeat 
in  the  environmental  industry  and  was  closely 
watched  by  investment  firms  hungry  to  lake  other 
companies  public.  Berg  said  thai  while  the 
•hurdles  are  getting  higher*  for  companies  look- 
ing to  come  out.  hares mr  of  past  reappointments 
and  the  current  economic  pressures,  "doss  sets' 
like  Denies  k  Moore  will  keep  the  investment 
community  open-minded.  Robert  Perry,  Dames 
k  Moore's  CFO,  echoed  those  sentiments  when 
be  said  tbe  market  "saw  the  firm  of  Dames  A 
Moore  with  its  53  years  of  experience  and  recog- 
nised a  difference."  A  'substantial  balance  sheet 
before  the  IPO'  helped,  too,  he  noted 

In  registration  statements  filed  with  the 
Securities  and  Exchange  Commission,  Dames  k 
Moore  reported  thai  it  has  117  offices  worldwide, 
with  40  outside  the  U.S.  Gross  revenues  were 
1323.6  million  for  the  latest  full  year  reported, 
ended  March  1991  About  70%  of  the  firm's 
revenues  consist  of  environmentally  related  ac- 
tivities, and  1 1  %  of  net  revenues  are  from  work 
performed  outside  the  U.S.  After  the  offering  was 
completed,  the  app  rot  imeteiy  90  people  who  had 
held  equity  in  the  limited  partnership  retained 
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TESTIMONY  OF 

DONALD  L.  CONNORS,  ESQ. 

CHAIRMAN,  ENVIRONMENTAL  BUSINESS  COUNCIL,  INC. 

53  STATE  STREET,  EXCHANGE  PLACE 

BOSTON,  MASSACHUSETTS  02109 

Tel.  (617)  227-5020 

Fax  (617)  227-7566 

BEFORE  THE 

SUBCOMMITTEE  OH  ENVIRONMENT  AND  NATURAL  RESOURCES 

U.S.  HOUSE  COMMITTEE  ON  MERCHANT  MARINE  AND  FISHERIES 

FEBRUARY  25,  1993 

Thank  you  Mr.  Chairman  and  members  of  the  Subcommittee 
for  inviting  me  and  the  Environmental  Business  Council  to 
testify  today  on  how  the  government  and  private  industry  can 
cooperate  to  increase  the  export  of  U.S.  environmental 
products,  goods,  and  services.   I  want  to  say,  on  behalf  of  my 
colleagues  in  the  U.S.  envirotech  industry,  that  we  appreciate 
very  much  the  interest  of  Chairman  Studds  and  other  members  of 
the  House  Committee  on  Merchant  Marine  and  Fisheries  in  both 
preserving  our  global  environment  and  "growing"  the  U.S. 
economy,  as  President  Clinton  likes  to  say.   We  deeply  believe 
that  these  two,  related  goals  are  compatible  and  that  it  is 
absolutely  critical  that  we  pursue  them  both,  at  the  same 
time.   Today's  hearing  concerns  a  set  of  proposals  that,  if 
adopted,  we  believe  will  go  a  considerable  distance  toward 
achieving  these  dual  goals. 

BACKGROUND  ON  THE  U.S.  ENVIROTECH  INDUSTRY 

The  U.  S.  envirotech  industry  includes  companies  that 
manufacture  products  or  provide  services  in  the  environmental 
and  energy  areas,  as  well  as  educational  and  research 
institutions.   It  has  for  some  time  existed  in  relative 
obscurity.   Yet,  in  the  United  States,  there  are  around  60,000 
envirotech  companies  concentrated  in  as  many  as  15  "clusters" 
throughout  the  country  that,  in  1991,  had  revenues  of  $120 
billion.   We  believe  that  the  envirotech  industry  will  have  a 
critical  and  expanding  role  to  play  in  the  future  in  both 
protecting  the  environment  and  promoting  economic  growth. 

The  continuing  development  and  adoption  of  less  polluting 
and  more  efficient  products,  manufacturing  processes  and 
services  is  a  critical  strategy  for  accommodating,  without 
irrevocably  altering  the  planetary  life  support  system,  the 
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doubling  of  global  population  and  the  fivefold  increase  in 
economic  activity  which  has  been  projected  by  the  mid-21st 
century.   Industry  analysts  also  project  that  the  worldwide 
market  for  envirotech  goods  and  services  will  grow  by  51 
percent,  to  $408  billion,  by  1996.   The  U.S.  world-class 
universities,  vigorous  environmental  regulations,  sophisticated 
high  technology  manufacturing  and  environmental  service 
companies,  and  highly  skilled  labor  force  and  capable 
management,  all  give  us  a  significant  competitive  advantage  in 
the  industry.   However,  our  dominant  share  of  the  global 
envirotech  marketplace  is  slipping,  and  important  opportunities 
are  being  missed.   We  must  encourage  environmental  and  energy 
technology  innovation,  improve  its  diffusion,  and  facilitate 
the  export  of  environmental  goods  and  services.   Experience 
demonstrates  that  there  is  a  close  connection  between  the 
export  of  environmental  services  and  the  sale  of  environmental 
products. 

Events  of  the  past  decade  have  created  a  wave  of  interest 
and  enthusiasm  for  the  future  of  the  envirotech  industry.   But 
real  obstacles  will  have  to  be  overcome  if  we  are  to  be 
competitive  in  this  new  global  marketplace.   The  Environmental 
Business  Council  of  the  United  States,  ("U.S.  EBC")  which  we 
have  established  in  cooperation  with  The  Western  Governors 
Association  and  other  environmental  organizations  throughout 
the  country,  will  work  on  behalf  of  the  U.S.  envirotech 
industry  to  meet  these  obstacles  and  provide  a  critical  central 
and  informed  voice  for  the  industry.   It  will  help  firms 
increase  access  to  the  international  marketplace  and  to  the 
purchasers  of  environmental  goods  and  services  both  in  the  U.S. 
and  abroad,  thereby  maximizing  business  development  dollars. 
It  will  work  in  partnership  with  the  Clinton-Gore 
Administration  (which  has  already  shown  interest  in  this 
initiative)  and  with  state  governments  to  develop  a  coherent 
and  effective  set  of  national  policies  and  programs  to  support 
the  development  of  the  envirotech  industry.   It  will  provide 
networking  opportunities  for  firms  to  pursue  joint  ventures  and 
other  business  development  opportunities  abroad.   By  providing 
a  central  voice  for  the  currently  fragmented  envirotech 
industry,  equal  to  that  of  the  growing  worldwide  competition, 
the  U.S.  EBC  will  aid  the  industry  in  building  on  its  current 
dominance  in  the  marketplace  and  maintaining  its  preeminent 
place  over  the  next  decades. 

ORGANIZING  THE  U.S.  ENVIROTECH  INDUSTRY 

In  New  England,  the  creation  of  the  Environmental 
Business  Council,  Inc.  ("New  England  EBC")  in  1990  provided  a 
forum  for  environmental  businesses,  academic  institutions,  and 
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public  agencies  to  collaborate  in  the  promotion  and  development 
of  business  of  ortunities,  both  domestically  and 
international!.    Across  the  country,  similar  organizations 
have  also  created  important  opportunities  for  the  industry. 
The  success  of  this  approach  has  been  demonstrated  consistently 
by  the  track  record  of  members  of  the  New  England  EBC  in 
developing  business  in  both  the  domestic  and  international 
marketplace.   The  experience  of  the  New  England  EBC,  as  well  as 
the  other  associations  from  around  the  country,  will  serve  as 
the  cornerstone  and  catalyst  for  development  of  the  national 
envirotech  association.   We  believe  that  a  nationally 
coordinated  program  of  advocacy  for  the  envirotech  industry 
will  succeed  in  taking  advantage  of  this  unigue  opportunity  to 
forge  a  partnership  between  the  envirotech  industry  and 
government. 

A  more  detailed  analysis  of  the  envirotech  industry,  the 
envirotech  marketplace,  and  relevant  growth  factors,  as  well  as 
the  objectives,  milestones,  and  resource  requirements  of  the 
proposed  national  envirotech  association,  follows. 

STRATEGIC  OPPORTUHITIES  FOR  THE  U.S.  ENVIROTECH  INDUSTRY 

Several  developments  have  created  a  unique  opportunity 
for  the  U.S.  envirotech  industry  to  expand,  but  there  are 
obstacles  to  overcome  first. 

The  Global  Environmental  Market 

According  to  a  number  of  experts  who  track  the  envirotech 
industry,  the  current  dominance  of  U.S.  companies  is  giving  way 
to  competitive  pressures  from  European  as  well  as  Japanese 
environmental  companies  as  the  global  envirotech  market 
develops . * 

The  U.S.  Congressional  Office  of  Technology  Assessment 
estimates  the  current  size  of  the  worldwide  envirotech  market 
at  $200  billion  based  on  studies  prepared  by  The  Organization 
for  Economic  Cooperation  and  Development.   OECD  projects  that 
growth  will  reach  $300  billion  by  the  year  2000,  making 
environmental  protection  one  of  the  world's  fastest  growing 
industries.2  Based  on  an  analysis  of  12  environmental 


1/  Charles  Collins,  "Europe  Eyes  Major  Share  in  Global 
Environmental  Market",  winslow  Environmental  News,  Vol.  3,  No. 2 
(November,  1992)  Winslow  Management  Company,  Boston, 
Massachusetts . 

2/  Much  of  this  industry  is  concentrated  in  the  U.S.,  Germany 
and  Japan,  but  it  is  now  growing  rapidly  in  other  countries  of 
the  world. 
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sectors,  the  Environmental  Business  Journal  (EBJ),  a  newsletter 
that  tracks  the  U.S.  industry,  estimated  the  size  of  the  1991 
worldwide  market  at  $270  billion.   EBJ  projects  a  51  percent 
growth  in  that  market  to  $408  billion  by  1996. 

Grant  Ferrier,  the  editor  of  EBJ  believes  the  U.S.,  with 
about  44  percent  of  the  world  envirotech  market,  is  large  but 
exhibiting  the  slower  growth  typical  of  a  mature  industry.   He 
estimates  the  U.S.  share  of  this  market  will  grow  about  seven 
percent  annually  until  1996,  while  environmental  industries  in 
other  countries  including  Canada,  Mexico,  Latin  America, 
Eastern  Europe,  and  Southeast  Asia  serving  the  global  market 
grow  at  double  digit  rates. 

Over  the  next  five  years,  Ferrier  estimates  the  U.S. 
share  of  the  worldwide  market  will  drop  from  44  to  40  percent, 
while  western  Europe's  share  will  rise  from  30  to  32  percent. 
Japan,  which  Ferrier  estimates  had  about  8%  of  the  1991  global 
envirotech  market,  is  projected  to  remain  approximately  at  that 
level  through  1996.   Only  a  coordinated  strategy  for  the 
envirotech  industry  will  reverse  this  predicted  decline  in  the 
U.S.  share  of  the  global  market.   We  believe  that  a  failure  to 
act  now  may  result  in  the  loss  of  existing  and  future  market 
share  such  as  the  U.S.  has  experienced  in  the  automobile, 
consumer  electronics,  machine  tools,  textiles  and  other  once 
powerful  industries. 

Long-term  Market  Trends 

The  global  envirotech  market  is  driven  by  a  number  of 
factors: 

°     Expanding  population  and  economic  activity  which 

uses  more  resources  and  creates  more  pollution  and 
waste; 

°     Increasing  public  awareness  of  environmental  issues 
and  demand  for  environmental  quality; 

°     Heightened  business  concern  about  environmental 
liability,  corporate  image,  and  pressure  from 
investors;3 


3/  See  generally  Stephen  Schmidheiney's  Changing  Course,  MIT 
Press,  Cambridge,  Mass.,  1992;  Bruce  Smart,  Beyond  Compliance, 
a  New  Industry  View  of  the  Environment.  World  Resources 
Institute,  1992;  Lester  R.  Brown,  state  of  the  World,  1211/ 
(esp.  chapters  9  and  10);  World  Watch  Institute,  W.W.  Norton, 
1993;  Columbia  Journal  of  World  Business,  Corporate 
Environmentalist!!,  Fall/Winter  1992,  Columbia  Business  School, 
New  York,  New  York,  1992. 
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°      The  linkage  of  trade  and  the  environment,  such  as 
that  occurring  in  the  North  American  Free  Trade 
Agreement  (NAFTA);4 

°     Future  multilateral  trade  negotiations,  such  as  the 
General  Agreement  on  Tariffs  and  Trade  (GATT) ;  and 

°     International  agreements,  such  as  the  Montreal 
Protocol  for  Chlorof luorocarbons  (CFCs),  those 
adopted  at  the  Earth  Summit  in  Rio  in  1992  and 
others  that  will  be  adopted  as  the  extent  of  global 
environmental  problems  is  better  understood. 

The  initiatives  adopted  at  the  Rio  Summit  are  especially 
important  for  their  impact  on  the  global  environmental 
marketplace.   Six  action  points  resulted  from  the  Rio  Summit, 
at  which  172  nations  were  represented.   These  action  points 
were: 

(1)  to  adopt  Agenda  21,  a  comprehensive  program  for 
sustainable  development; 

(2)  to  direct  the  United  Nations  to  establish  a 
Sustainable  Development  Commission  to  oversee 
implementation  of  Agenda  21; 

(3)  to  adopt  the  Rio  Declaration,  a  non-binding 
statement  of  27  broad  principles  for  guiding 
environmental  policy; 

(4)  to  adopt  a  legally  binding  treaty  to  safeguard 
biological  diversity  and  genetic  resources; 

(5)  to  adopt  a  legally  binding  treaty  on  climate 
change;  and 

(6)  to  adopt  a  statement  of  forest  principles. 

Collectively,  the  Rio  initiatives  and  the  other  factors 
set  out  above  will  help  shape  the  global  business  environment 
for  the  envirotech  industry.   These  and  other  factors 
accelerate  the  demand  for  improved  environmental  management, 


4/   See  Lally,  Esty  and  Van  Hoogotstratem  Environmental 
Protection  and  International  Trade:  Toward  Mutuary  Supportive 
Rules  and  Policies.   Harvard  Environmental  Law  Review,  Vol.  16, 


Rules  and 
1992  No. 2 


For  the  analysis  of  the  gravity  of  the  challenge  facing 
the  global  environment  see  Qur  Common  Future,  Report  of  the 


world  Commission  on  Environment  and  Development.  Oxford 
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which  in  turn  creates  the  need  for  environmental  goods, 
services,  education,  training,  information  and  advice. 

Over  time,  these  forces  and  newer  incentive-based 
regulatory  programs  will  lead  to  new  environmental  regulations 
and  a  favorable  climate  for  environmental  investments  will  be 
created  in  many  nations  around  the  world.   This  will  result  in 
increased  business  for  the  U.S.  envirotech  industry  if  the 
necessary  resources  are  mobilized  so  that  the  industry  is  able 
to  (1)  maintain  and  enhance  its  edge  in  many  environmental 
technologies,  and  (2)  identify  and  take  advantage  of  the  global 
opportunity  that  lies  ahead  for  the  sale  of  goods  and  services 
abroad.   These  business  opportunities  will  also  be  realized  by 
envirotech  organizations  establishing  business-to-business 
relationships  with  decision  makers  from  other  nations. 

Simply  stated,  economic  opportunities  will  be  created  by 
the  transfer  of  the  experience  and  training  and  technology 
needed  for  sustainable  development  from  those  who  have  it  to 
those  who  require  it.   The  Rio  Summit  described  this  process  as 
technology  cooperation.  It  relies  principally  on  private 
initiatives  and  depends  in  large  measure  on 

business-to-business  relations  between  firms  in  the  developed 
world  with  others  in  the  developing  world.   This  cooperation 
will  be  greatly  enhanced  by  support  and  cooperation  from 
governments  and  other  institutions,  including  multilateral 
lending  agencies,  like  the  World  Bank  and  the  regional 
development  banks,  that  are  engaged  in  various  aspects  of 
development  work. 

The  Competitive  Advantage  of  the  U.S.  Envirotech  Industry 

Michael  Porter  of  the  Harvard  Business  School  has 
described  clusters  of  competitive  industries,  such  as  the 
envirotech  industry,  as  a  critical  feature  of  national  and 
international  economic  competitiveness  in  his  important  book 
The  Competitive  Advantage  of  Nations.5   In  this  five  year 
study  of  ten  leading  trading  nations,  Professor  Porter 
concludes  that  competitive  success  is  concentrated  in 
particular  industries  and  groups  of  interconnected  industries 
termed  clusters.   A  cluster  is  defined  as  "a  grouping  of 
industries  linked  together  through  customer,  supplier  or  other 
relationships."   Both  manufacturing  and  service  industries  may 
be  part  of  a  single  cluster,  as  are  new  industries  which  may 
develop  upstream,  downstream  or  in  related  fields.   While 
clusters  are  defined  functionally,  they  are  often  also  found  to 


5/  Michael  Porter,  The  Competitive  Advantage  of  Nations,  Free 
Press,  New  York,  New  York,  1990 
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be  concentrated  geographically  within  a  nation.   To  illustrate 
this  principle  of  economic  competitiveness  I  have  included  as 
Appendix  B  to  my  testimony  the  executive  summary  of  a  recent 
study  of  the  Massachusetts  economy  prepared  by  Professor  Porter 
and  Rebecca  Wayland  of  the  Harvard  Business  School  and  C. 
Jeffrey  Grogan  of  the  Monitor  Company,  Inc.,  entitled  "Toward  A 
Shared  Economic  Vision  for  Massachusetts"  This  report 
represents  an  effort  to  integrate  and  extend  the  understanding 
of  the  Massachusetts  economy  in  the  context  of  a  new  paradigm 
for  understanding  competitiveness.   I  believe  the  analysis 
advanced  by  Professor  Porter  and  his  colleagues  directly 
applies  to  our  strategic  vision  of  the  competitiveness  of  the 
U.S.  envirotech  industry.   I  have  also  included,  as  Appendix  C, 
a  figure  that  depicts  some  of  the  "clustering"  of  U.S. 
envirotech  business  and  industry. 

While  competition  and  rivalry  between  companies  within  a 
cluster  is  aggressive,  that  very  competition,  Dr.  Porter  notes, 
is  mutually  reinforcing.   Information  flows  freely  and 
innovation  spreads  rapidly  through  relationships  among 
customers  and  suppliers,  as  well  as  through  the  informal 
information  and  social  networks  in  which  company  employees 
exist.   Further,  institutions  such  as  colleges,  universities 
and  public  infrastructure  adapt  to  cluster  needs.   As  this 
aggressive  competition  continues,  less  productive  and 
innovative  industries  in  the  cluster  decline.   "Through  a 
cumulative  process  that  often  occurs  over  several  decades,  the 
state  or  nation  becomes  a  unigue  repository  of  specialized 
expertise,  technology  and  institutions  for  competing  in  a  given 
field." 

Another  critical  determinant  of  economic  success  and 
source  of  economic  growth  for  a  nation  is  having  industries 
that  compete  internationally  (and  not  just  nationally) 
headguartered  there.   This  is  because  the  size  and  productivity 
of  international  industries  determines,  to  a  large  part,  the 
long-term  growth  prospects  of  purely  national  industries. 
Accordingly,  international  firms  offer  the  greatest  potential 
for  long-term  economic  growth  for  the  U.S.   Their  success  in 
this  endeavor  depends  upon  their  ability  to  compete  against 
firms  in  the  international  marketplace.   Thus,  while  the 
challenge  is  great,  success  and  competition  in  the 
international  markets  has  a  profound  impact  on  U.S.  prospects 
for  long-term  economic  growth. 

The  U.S.  envirotech  industry  is  precisely  the  kind  of 
cluster  of  nationally  and  internationally  competitive 
industries  which  ThP  Competitive  Advantage  of  Nations 
identifies  as  the  driving  force  behind  national  economic 
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development.   Further,  to  the  extent  that  U.S.  envirotech 
companies  can  develop  and  compete  in  the  global  environmental 
market,  they  will  tap  the  superior  potential  for  economic 
growth  that  home-based  international  companies  represent. 
Accordingly,  the  envirotech  industry  is  a  critical  potential 
engine  for  U.S.  economic  development,  as  the  Clinton-Gore 
Administration  has  recognized.   However,  to  realize  this 
potential,  the  industry  must  overcome  the  challenges  which 
currently  threaten  its  continued  preeminence  in  this  market. 
We  believe  that  creation  of  a  partnership  of  the  industry  and 
federal  and  state  governments  is  essential  if  we  are  to  meet 
these  challenges  and  the  envirotech  industry  is  to  realize  its 
potential . 

CHALLENGES  FACING  THE  U.S.  ENVIROTECH  INDUSTRY 

Access  to  International  Markets 

Many  U.S.  envirotech  firms  lack  both  experience  and 
established  customer  bases  in  the  international  market.   On  the 
other  hand,  such  firms  often  possess  the  environmental 
technology,  the  expertise,  and  the  scientific  and  management 
skills  needed  abroad. 

These  factors  present  obstacles  to  American  firms  seeking 
to  do  business  in  the  international  marketplace.  Some  of  these 
obstacles  are: 

o     Many  U.S.  firms  are  reluctant  to  consider  export 
prospects  and  voluntarily  exclude  themselves  from 
new  markets  because  they  perceive  exporting  to  be 
too  risky,  complicated  or  not  profitable.  *> 

°     International  firms  and  governments  who  might  be 
customers  are  subject  to  different  environmental 
laws  and  regulations  than  those  prevailing  in  the 
United  States. 

°     Nationalized  enterprises,  cartel-like  organization, 
labor  union  participation,  political  and 
governmental  influence,  and  difficulties  in 
penetrating  traditional  networks  of  referrals  and 


6/  William  E.  Nothdurft,  Going  Global.  How  Europe  Helps  Small 
Firms  Export,  the  Brookings  Institution,  Washington,  D.C.,  1992 
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reciproce '  trading  patterns  may  in  effect  bar  entry 
to  Americ  n  envirotech  firms. 

°      Identifying  and  gaining  access  to  key  decision 
makers  may  often  reguire  social,  commercial, 
political  and  personal  contacts  which  new  American 
entrants  in  foreign  markets  often  lack. 

Learning  how  to  effectively  utilize  the  various 
trade  financing  mechanisms  available  from  the 
Department  of  State,  Commerce,  USAID,  EPA, 
Export-Import  Bank,  and  others,  is  difficult  and 
time-consuming . 

Putting  together  the  full  package  of  goods  and 
services  that  potential  customers  need  may  require 
teaming  up  with  other  suppliers.   U.S.  firms  with 
expertise  in  a  particular  area  of  environmental 
services  will  often  need  to  provide  complementary 
services  (for  instance,  education  and  training, 
which  could  be  provided  in  co-ordination  with  an 
academic  or  governmental  training  institute)  in 
order  to  provide  effective  and  useful  programs  in  a 
foreign  context.   Moreover,  U.S.  firms  will  be  in 
competition  with  business  firms  and  governmental 
enterprises  from  other  countries  seeking  to  sell 
environmental  goods  and  services  abroad,  sometimes 
in  an  integrated,  well-funded,  "team"  approach. 

°     Access  to  foreign  firms  and  governments  is  often 

best  obtained  through  centralized  "official"  trade 
associations,  particularly  in  Latin-American  and 
Eastern  European  countries  with  a  history  of 
centrally  organized  states. 

°      In  many  cases  bureaucrats  will  either  have  sole 

control  or  a  veto  over  purchases  of  environmental 
goods  and  services.   Thus,  close  personal  contacts 
will  often  enhance  success. 

The  envirotech  industry  needs  a  central  voice  to  address 
these  problems.   Moreover,  the  Clinton-Gore  Administration  has 
indicated  its  interest  in  using  environmental  exports  as  one  of 
the  critical  industries  for  economic  growth  and  the  generation 
of  new  jobs.   However,  if  this  interest  is  to  bear  fruit  the 
private  sector  must  organize  itself  so  it  can  effectively  shape 
government  policies  and  programs. 
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Technological  Competitiveness 

According  to  the  World  Resources  Institute7,  many 
industrial  countries  are  now  devoting  larger  amounts  of  R&D 
resources  to  the  search  for  new  environmental  technologies,  not 
only  to  solve  environmental  problems  at  home  but  also  to 
strengthen  the  competitive  position  of  their  industries 
internationally.   In  the  United  States,  however,  where  national 
security  has  dominated  the  technological  agenda  for  half  a 
century,  public  priorities  have  been  slower  to  shift.   Despite 
the  U.S.  head  start  in  environmental  protection  and  technology, 
Germany,  Japan,  and  other  Organization  of  Economic  Cooperation 
and  Development  (OECD)  countries  have  gained  an  edge  in  many 
environmental  technologies  -  air  pollution  equipment,  for 
example.   In  these  countries,  industry  and  government  often 
cooperate  in  developing  advanced  technologies,  including  those 
with  potentially  critical  environmental  advantages. 

Many  in  the  envirotech  industry  believe  that  their 
technological  progress  is  being  impeded  by  a  lack  of  direction 
in  public  policy.   Many  also  believe  that  government  regulatory 
policy  often  inhibits  innovative  solutions.   We  believe, 
however,  that  there  are  two  additional  factors  which  inhibit 
the  envirotech  industry's  ability  to  maintain  and  improve  its 
competitive  advantage. 

First,  the  lack  of  a  long-term  technology  development 
vision  in  U.S.  environmental  policy  casts  a  fundamental 
uncertainty  over  investment  strategy  in  U.S.  industry  and  has 
erected  barriers  to  environmental  technology  innovation. 

An  extensive  study  published  in  1991  by  EPA's  Technology 
Innovation  and  Economics  Committee  concluded  that  the  barriers 
in  state  and  federal  environmental  and  compliance  policies  are 
slowing  technology  innovation  for  environmental  purposes.   The 
study,  which  involved  public  and  private  sector  stake  holders, 
recommends  major  areas  for  improvement  and  concludes  that 
fundamental  changes  to  the  environmental  regulatory  system  will 
also  be  needed  to  encourage  technology  innovation.**   But 
innovation  alone  is  insufficient  if  the  opportunities  for 
commercialization  and  environmental  protection  in  the  domestic 


7/  George  Heaton,  Robert  Repetto  and  Rodney  Sobin,  Backs  to 
the  Future:  U.S.  Government  Policy  Toward  Environmentally 
Critical  Technology".  World  Resources  Institute,  Washington, 
D.C.,  June,  1992. 

8/   Permitting  and  Compliance  Policy:  Barriers  to  U.S. 
Environmental  Technology  Innovation.  Report  and  Recommendations 
of  the  Technology  Innovation  and  Economics  Committee-   USEPA 
101/N  91/001  January  1991. 
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and  international  markets  are  to  be  realized.   A  second  factor 
is  involved.   Technology  must  be  diffused.   This  is 
accomplished  by  the  spread  and  adaptation  of  a  technical  idea 
following  early  commercial  use.   This  can  be  accomplished  by 
such  activities  as  technical  assistance,  publications, 
training,  licensing  policies  and  other  technology  transfer 
programs.   A  clear  government  policy  must  be  adopted  and 
implemented  for  improving  technology  diffusion.   In  a  recent 
study,  EPA's  Technology  Innovation  and  Economics  Committee 
concluded  that  the  environmental  regulatory  system  could  expand 
environmental  progress  and  improve  economic  competitiveness  if 
processes  that  diffuse  environmentally  beneficial  technologies 
are  used  to  effectively  complement  regulations.   The  report 
makes  several  important  policy  recommendations  including,  among 
others,  making  diffusion  an  EPA  mission  by  building 
relationships  with  industry,  supporting  research  and  expanding 
support  for  the  international  diffusion  of  environmental 
technologies  to  help  meet  U.S.  environmental  and 
competitiveness  objectives.9 

The  U.S.  EBC  can  play  an  effective  role  in  encouraging 
and  facilitating  innovation  and  diffusion  of  environmental  and 
energy  technology.   Fortunately,  some  American  leaders  in  and 
out  of  government  are  beginning  to  address  these  technological 
and  economic  challenges.   Moves  are  afoot  in  the  U.S.  Congress 
to  create  national  initiatives  to  support  environmental 
research  and  development  and  to  stimulate  technological 
advances.   If  properly  designed  and  implemented,  with  strong 
input  from  a  national  industry  association,  such  initiatives 
could  give  the  U.S.  envirotech  industry  a  major  economic  boost. 

Effective  Promoticn  of  the  U.S.  Envirotech  Industry 

The  U.S.  envirotech  industry  is  not  currently 
well-organized.   Typically,  existing  U.S.  environmental 
industry  associations  are  either  centered  on  sectors  of  the 
industry  (e.g.,  Air  and  Waste  Management  Association,  Hazardous 
Waste  Action  Coalition,  Water  and  Wastewater  Eguipment 
Manufacturers  Association),  or  are  geographically  localized 
(e.g. ,  the  Environmental  Business  Council,  Inc.  in  New 
England.,  California  Environmental  Technology  Partnership, 
Oregon  Environmental  Technology  Association,  Washington 
Environmental  Industry  Association  and  other  organizations 
being  formed  in  New  Jersey  and  Maryland).   This  sectoral  and 


9/   Improving  Technology  Diffusion  for  Environmental 
Protection.  Report:  and  Recommendation  of  the  Technology 
Innovation  and  Economics  Committee.   USEPA  130-R-92-001, 
October  1992. 
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geographical  organization  has  hampered  efforts  to  address 
technology  development  and  increase  the  export  of  envirotech 
goods  and  services.   Especially  at  the  national  level,  a 
coherent  and  sophisticated  single  voice  is  needed  to  assist  the 
U.S.  envirotech  industry  to  compete  in  the  global  marketplace. 

Services  represent  a  significant  part  of  the  envirotech 
industry  and  they  also  represent  a  large  proportion  of  the 
potential  global  market.   We  believe  there  exists  a  strong 
relationship  between  the  export  of  environmental  services  and 
the  sale  of  environmental  products.   That  connection  may  be 
illustrated  by  the  sale  of  environmental  engineering  and 
consulting  services  abroad.   This  often  leads  to  a  service 
order  specifying  a  U.S.  environmental  or  other  sector  product 
for  use  in  a  proposed  project  or  facility.   Usually  the  service 
provider's  staff  is  familiar  with  the  product  by  reason  of 
written  or  other  reports  or  recommendations  or  by  actual 
experiences  with  the  equipment.   Thus,  successful  international 
environmental  service  providers  can  "pull  through"  sales  of 
environmental  and  other  products  from  the  U.S.  companies. 
There  are  other  service/product  relationships  which  should  be 
encouraged  as  well.   These  include  the  sale  of  environmental 
products  which  can  lead  to  a  demand  for  services.   An  example 
would  be  a  post  sale  need  for  specialized  environmental 
software  for  computers,  or  for  insurance  or  trade  financing. 

Nowhere  is  there  a  national  environmental  trade 
association  dedicated  to  promoting  the  interests  of  this 
burgeoning  industry.   The  creation  of  such  an  association  would 
help  represent  the  nearly  two  million  Americans  whose 
livelihoods  depend  on  the  envirotech  industry  and  would  help 
give  voice  to  the  "jobs"  side  of  the  "jobs  and  environment" 
equation. 

It  is  the  responsibility  of  government  as  a  partner  in 
this  envirotech  venture  to  organize  the  various  departments  and 
agencies  of  the  federal  government  to  support  environmental 
technology  development,  innovation  diffusion,  and  the  export  of 
environmental  goods  and  services.   It  is,  however,  the 
responsibility  of  business  to  create,  organize,  fund  and  manage 
the  national  environmental  industry  trade  association  which  is 
needed  to  achieve  these  goals.   Both  must  cooperate  to  fund  and 
conduct  the  necessary  research  about  the  industry,  the  global 
markets,  and  the  other  activities,  including  training  and 
information  transfer,  needed  to  achieve  these  goals. 
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LOCAL  AND  REGIONAL  ENVIROTECH  ASSOCIATIONS  AS  MODELS 

The  New  England  EBC 

The  New  England  EBC,  like  the  other  local  envirotech 
industry  associations  whose  members  are  sponsoring  this  . 
initiative,  is  an  association  of  environmental  and  energy  firms 
organized  to  foster  the  development  of  an  effective  and 
competitive  envirotech  industry  and  to  enhance  and  maintain  a 
clean  and  productive  environment.   The  New  England  EBC  is  one 
useful  model  for  demonstrating  the  structure,  goals,  and 
benefits  of  a  national  envirotech  association. 

The  New  England  EBC  provides  active  membership  programs, 
including  networking,  domestic  business  development 
initiatives,  international  trade  opportunities,  and  education 
and  technology  transfer.   It  is  also  engaged  in  research  about 
the  regional  envirotech  industry. 

The  Board  of  Directors  includes  principals  and  senior 
executives  of  companies  from  various  industry  sectors,  as  well 
as  representatives  of  educational  institutions  and  law, 
accounting,  venture  capital,  and  financial  service  firms. 
There  are  close  to  200  member  organizations  representing  all 
sectors  of  this  diverse  industry.   Although  most  firms  are  from 
Massachusetts,  the  New  England  EBC  has  attracted  members  from 
other  New  England  states  and  from  Eastern  Canada. 

New  England  EBC's  mission  is  to  bring  member 
organizations  together  with  public  and  private  sector 
organizations  throughout  the  world,  in  order  to  promote 
business  development  and  resource  protection  and  modern 
environmental  management  for  industry  and  government.   To  carry 
out  its  mission,  New  England  EBC  conducts  member  activities  and 
has  organized  committees  which  offer  programs  ranging  from 
seminars  on  human  resource  issues  to  international  business 
development.   In  addition  to  monthly  member  meetings  featuring 
important  speakers,  committee  meetings,  seminars  and  workshops 
are  conducted  regularly.   Committees  include:  business 
development,  communications,  education/technology  transfer, 
energy,  human  resources,  international  trade,  marine  science 
and  technology,  membership,  and  public  affairs. 

New  England  EBC  has  developed  close  working  relationships 
with  officials  in  both  state  and  federal  government,  as  well  as 
leading  organizations  in  the  public  and  private  sectors.  It  has 
achieved  a  reputation  as  a  highly  credible  trade  association. 
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The  Agreement  of  Cooperation  which  the  New  England  EBC 
recently  entered  into  with  Mexico's  industrial  trade 
association,  CONCAMIN,  illustrates  how  an  organized  U.S. 
envirotech  industry  can  collaborate  with  industry  in  other 
nations  in  developing  new  market  opportunities  within  the 
context  of  the  international  movement  toward  sustainable 
development.   Under  this  agreement  (which  New  England  EBC 
entered  at  the  invitation  of  CONCAMIN)  the  New  England  EBC 
assists  CONCAMIN  and  its  member  companies  to  implement  modern 
environmental  management  through  information  transfer, 
educational  programs,  training,  and  technology  cooperation 
between  New  England  EBC  and  CONCAMIN  member  companies.   By  the 
end  of  1992,  nearly  $100  million  in  contracts  for  new  business 
had  been  committed  or  was  under  proposal.   New  England  EBC  is 
currently  working  to  replicate  this  Mexican  initiative  in 
Canada,  Latin  America,  Poland,  and  Eastern  Europe. 

Oregon  Environmental  Technology  Association 

The  Oregon  Environmental  Technology  Association  (OETA) 
was  founded  in  1991  to  more  effectively  address  the  unigue 
opportunities  and  challenges  facing  the  environmental 
industry.   OETA  is  committed  to  providing  effective  and 
responsible  environmental  management,  products  and  services 
that  enhance  economic  and  business  objectives.   OETA  is 
committed  to  working  with  other  organizations  in  establishing 
the  Northwest  and  the  United  States  as  the  world's  primary 
supplier  of  environmental  goods  and  services. 

OETA  has  worked  actively  with  the  Pacific  Northwest 
Economic  Region  (PNWER,  an  organization  of  five  Northwest 
states  and  two  Canadian  provinces  founded  in  1989)  which  has 
recognized  that  the  region,  like  New  England,  California,  and 
other  geographic  clusters,  has  the  critical  mass  of  envirotech 
companies,  academic  and  research  institutions,  and  the 
existence  of  state  and  regional  regulations  and  policies  that 
support  an  active  and  effective  environmental  industry  sector. 
PNWER  has  been  pursuing  a  well-articulated  goal  to  establish 
the  region  as  a  primary  supplier  of  environmental  expertise, 
goods  and  services.   Situated  on  the  Pacific  Rim,  the  region  is 
well  positioned  to  serve  the  increased  demand  for  environmental 
infrastructure,  services  and  technology  in  some  of  the  world's 
most  rapidly  industrializing  economies  of  the  world  (Asia, 
Mexico,  and  Latin  America).   OETA,  PNWER,  and  other 
environmental  and  trade  organizations  in  the  Western  U.S.  are 
actively  pursuing  collaborative  efforts  to  increase  the 
international  competitiveness  of  the  region's  envirotech 
industry. 
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THE  ENVIRONMENTAL  BUSINESS  COUNCIL  OF 
THE  UNITED  STATES 

We  believe  that  a  national  envirotech  industry 
association  will  materially  enhance  the  effectiveness  of  these 
emerging  regional  associations  and  others  that  are  now  in  the 
early  stages  of  formation. 

Mission 

We  have  established  the  Environmental  Business  Council  of 
the  United  States,  Inc.  (U.S.  EBC) .   The  goal  of  the  U.S.  EBC 
is  to  provide  leadership  in  fostering  the  development  of  an 
effective  and  internationally  competitive  envirotech  industry, 
for  the  purpose  of  helping  to  protect  the  environment  through 
environmentally  sustainable  economic  development.   It  will 
support  the  U.S.  envirotech  industry  in  several  ways: 

Increase  access  to  international  markets  and  to  buyers  of 
envirotech  goods  and  services,  both  in  the  U.S.  and  abroad. 
U.S.  EBC  members  need  help  in  overcoming  the  expensive  and  time 
consuming  obstacles  to  doing  business  in  the  international 
environmental  marketplace.   In  many  countries,  personal 
relationships,  comprehensive  solutions,  and  contacts  through  an 
official  trade  association  are  required.   Through  U.S.  EBC 
research,  information,  contacts,  and  trade  missions,  members 
will  have  access  to  the  critical  purchasers  of  envirotech  goods 
and  services.   Members  will  also  be  able  to  compete  on  a  level 
playing  field  with  Western  European  and  other  competitors  as 
part  of  a  commercial,  governmental,  and  academic  team.   Through 
EBC  trade  conferences,  shows  and  expositions,  and  cooperative 
public/private  export  development  programs,  members  will  have 
access  to  key  environmental  managers,  public  and  private.   This 
access  to  potential  customers  will  assist  in  understanding  the 
market  for  envirotech  goods  and  services  and  what  improvements 
and  changes  customers  would  like  to  see.   U.S.  EBC  will  help 
envirotech  firms  maximize  their  business  development 
expenditures  in  the  domestic  and  international  market  place. 

Promote  U.S.  national  and  state  policy  favorable  to  the 
development  of  the  envirotech  industry.   The  U.S.  EBC  would 
provide  a  currently  non-existent  central  voice  to  help  its 
members  work  with  federal  policy-makers  to  achieve  a  coherent 
and  useful  set  of  national  policies,  institutions  and  programs 
supporting  the  U.S.  envirotech  industry.  Tax  policies,  market 
based  environmental  controls,  export  financing,  official 
development  assistance  for  environmentally  critical 
technologies,  and  other  government  programs  all  need  to  be  made 
more  useful.   The  U.S.  EBC  would  be  a  strong  voice  in 
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Washington  and  the  state  capitals  in  legislation,  policy- 
development,  and  program  implementation.   It  will  also  organize 
meetings  involving  its  members  and  key  government 
decision-makers  for  this  purpose. 

Spur  networking  of  companies  to  support  joint  business 
development .   U.S.  EBC  will  create  an  opportunity  for  active 
personal  networking  of  envirotech  firms  which  would  more 
efficiently  support  the  organization  of  joint  ventures  where 
cooperation  is  the  best  strategy  for  gaining  business.   It 
would  also  facilitate  collaborative  efforts  towards  providing  a 
full  range  of  environmental  goods  and  services,  training, 
education  and  information  to  public  and  private  environmental 
managers,  the  buyers  in  the  domestic  and  global  markets.   The 
U.S.  EBC  will  also  help  members  understand  what  the  competition 
is  doing.   The  U.S.  EBC  membership  directory,  newsletter  and 
trade  magazine  will  be  valuable  resources  for  these  purposes. 

The  National  Envirotech  Conference 

We  propose  to  launch  the  U.S.  EBC  at  a  National 
Envirotech  Conference  to  be  held  in  Washington,  DC  in  June  of 
1993.   The  National  Envirotech  Conference,  which  will  be  an 
annual  event,  will  bring  together  industry  and  other  leaders 
from  the  public  and  private  sector  nationally,  including  key 
federal  administration  officials,  legislators  from  the  U.S. 
Senate  and  House  of  Representatives,  state  government 
officials,  UN  officials  engaged  in  global  oversight  of  the 
implementation  of  Agenda  21,  leaders  of  the  Sustainable 
Development  Commission,  and  other  national  and  international 
organizations  engaged  in  working  through  the  implications  of 
sustainable  development.  We  propose  a  highly  visible 
conference  to  be  attended  by  invited  representatives  from 
envirotech  organizations,  private  sector  leaders,  academic  and 
research  institutions,  environmental  regulators,  and  financing 
organizations.   We  believe  that  in  succeeding  years  the 
National  Envirotech  Conference  will  become  a  critical  forum  for 
the  industry,  for  environmental  managers,  and  other  public  and 
private  interests  seeking  information  about  environmental  goods 
and  services,  education,  training  and  information. 

The  International  Environmental  Business  and  Technology 
Institute 

A  genuine  working  compact  between  government  and  industry 
in  this  area  reguires  the  establishment  of  a  "switching  gear" 
entity  to  bring  the  two  together.   Such  an  entity  —  whose 
working  title  is  the  International  Environmental  Business  and 
Technology  Institute,  Inc.  —  will  act  as  a  "go-between"  in 
various  areas  where  government  and  the  private  sector  must 
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coordinate  efforts.   Among  these  functions,  this  Institute 
would: 

°     encourage  or  coordinate  the  transfer  and  diffusion 
of  appropriate  environmental  technology  between 
government  organizations  and  industry. 

°     collect  and  disseminate  technical  and  market 

analysis  to  potential  U.S.  envirotech  exporters. 

°     provide  guidance  to  the  U.S.  and  state  governments 
on  appropriate  policies  to  support  the  industry's 
development  and  access  to  business  opportunities 
and  for  education,  training  and  finance  programs  to 
encourage  the  demand  for  U.S.  environmental  goods 
and  services. 

c     identify  target  country  and  area  needs  for  U.S. 
environmental  goods  and  services. 

°     identify  U.S.  businesses  to  meet  those  needs. 

°     assist  industry  on  a  regional  basis  in  export 
development. 

°     enter  into  contracts  with  UN  agencies,  the  World 
Bank  and  multilateral  lending  banks. 

°     sponsor  training  and  education  programs  for  foreign 
nationals  in  their  home  countries  or  in  the  U.S. 

°     Advise  the  U.S.  and  other  nations  on  the 

development  and  implementation  of  environmental 
regulatory  programs  and  compliance  strategies. 

Organization 

The  U.S.  EBC  will  be  a  national  association  with  offices 
in  Washington,  DC.   It  will  charter  existing  environmental 
industry  associations  or  new  local  or  regional  chapters 
organized  in  regions  of  the  country  having  clusters  of 
envirotech  organizations.   U.S.  EBC  will  be  governed  by  a  Board 
of  Directors  of  appropriate  size,  including  representatives  of 
relevant  areas  of  the  U.S.,  envirotech  industry  segments,  and 
chapters.   Committees  and  panels  of  advisors  will  be 
established.   Major  conferences,  trade  shows  or  annual  events 
would  supplement  the  regular  activities  of  the  U.S.  EBC. 

The  U.S.  EBC  will  be  future,  nationally  and 
internationally  oriented,  steering  clear  of  matters  of  regional 
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or  local  significance  best  left  to  its  chapters,  individual 
companies  or  other  trade  associations.   It  will  work  to  be 
recognized  —  at  both  the  U.S.  and  the  international  levels  — 
as  a  voice  for  the  common  good  and  to  shape  the  coordination  of 
economic  development  and  environmental  protection  in  the  United 
States  and  globally. 

The  Federal  Role 

We  believe  affirmative  legislation  addressing  the 
subjects  enumerated  in  your  invitation  to  testify  is  necessary 
if  we  are  to  realize  the  full  potential  of  the  global  market 
for  environmental  goods  and  services. 

In  addition  to  the  various  other  recommendations  I  have 
discussed  earlier  in  this  testimony,  including  those  relating 
to  technology  innovations  and  diffusion,  the  following  actions 
at  the  federal  level  should  be  taken: 

1.     EXPORT  ENHANCEMENT  ACT  —  In  the  short  term,  to 
support  the  export  of  environmental  products  and  services, 
recently  enacted  legislation  should  be  quickly  implemented. 
For  example,  the  environmental  trade  promotion  provisions 
(Title  II)  of  the  Export  Enhancement  Act  of  1992  (Pub.  L. 
102-424)  should  be  carried  out.   In  particular,  the 
"Environmental  Trade  Promotion  Working  Group"  created  by  this 
legislation  should  be  established  among  the  designated  federal 
officials  and  charged  by  the  President  through  an  executive 
order  to  prepare  its  recommendations  to  enable  federal  agencies 
to  promote  the  export  of  environmental  technologies,  goods,  and 
services.   These  recommendations  may  include  regulatory 
changes,  legislative  proposals  and  other  federal  agency  actions 
to  help  get  existing  technology  to  the  right  place  at  the  right 
time. 

A  fundamental  problem  in  the  Export  Enhancement  Act, 
however,  is  its  reliance  solely  upon  federal  officials  for 
developing  and  implementing  the  recommendations  to  promote  the 
export  of  environmental  products  and  services.   Industry 
participation  is  neglected.  We  believe  that  this  problem  can 
be  remedied  by  the  creation  of  a  new  national  strategy, 
including  new  legislation,  as  described  below.   Nevertheless, 
we  recommend  that  the  provisions  of  the  Export  Enhancement  Act 
be  acted  on  as  soon  as  possible,  but  in  anticipation  of  the  new 
legislation  described  here. 

The  provision's  of  the  Export  Enhancement  Act  providing 
for  a  range  of  "overseas  services  for  exporters"  of 
environmental  products  and  services  should  be  implemented 
without  delay.   Further,  federal  agencies  implementing  the  Act 


-18- 


124 


must  recognize  that  the  export  of  environmental  services  is 
fully  as  important  as  the  export  of  environmental  products,  and 
that  the  two  categories  are  closely  related.   Unfortunately, 
this  linkage  has  been  ignored  and  the  export  of  services  has 
not  been  sufficiently  supported.   Our  national  trade  policy 
should  promote  the  export  of  environmental  services  on  a  par 
with  environmental  products,  recognizing  that  the  former  often 
leads  to  the  latter. 

2.  FREEDOM  SUPPORT  ACT  —  In  addition,  the  Freedom 
Support  Act  of  1992  (Pub.  L.  102-511)  provides  substantial 
opportunities  for  the  envirotech  industry  to  participate  in  any 
program  of  economic  assistance  to  the  republics  of  the  former 
Soviet  Union  that  may  be  approved  by  the  new  Administration. 
Under  this  Act,  environmental  technologies,  training,  and 
education  may  be  provided  by  U.S.  business,  non-profit 
organizations,  and  universities  to  these  emerging  democracies. 
$417  million  has  been  appropriated  to  carry  out  the  Act.   We 
recommend  that  a  reasonable  portion  of  these  funds  be  allocated 
to  support  providing  U.S.  environmental  technologies  and 
business  and  management  experience  to  these  countries.   The 
Departments  of  State  and  Commerce  should  be  required  to 
implement  these  provisions  of  the  Freedom  Support  Act  as  soon 
as  possible. 

3.  MARKET-BASED  INCENTIVES  —  To  promote  continuing 
development  of  domestic  environmental  management  programs,  we 
endorse  the  adoption  of  market-based  incentives  to  achieve 
environmental  objectives.   In  addition,  and  in  light  of  the 
fact  that  more  than  30%  of  the  U.S.  envirotech  industry 
manufactures  environmental  products,  we  urge  the  new 
Administration  to  support  investment  tax  credits  for  envirotech 
industry  investing  in  new  facilities  and  equipment. 

4.  CLEAN  FUELS  POLICIES  —  With  regard  to  national 
energy  policy  generally,  we  support  proposals  that  would 
increase  energy  conservation  and  efficiency  and  provide  for 
demand-side  management.   Specifically,  to  support  the 
development  of  new  and  cleaner  energy  sources  and  to  reduce 
environmental  pollution  and  to  create  jobs,  we  recommend 
policies  and  incentives  to  encourage  the  use  of  sustainable 
development  fuels  over  the  next  decade:   solar,  wind,  and 
geothermal . 

ENACT  NEW  ENVIROTECH  PRODUCTS  AND  SERVICES  EXPORT  DEVELOPMENT 
LEGISLATION 

To  ensure  the  participation  of  the  envirotech  industry  in 
developing  exports  of  environmental  products  and  services,  we 
propose  enacting  legislation  providing  the  following: 
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*  a  comprehensive  statement  of  federal  policy  to  develop 
and  support  the  export  of  U.S.  environmental  products  and 
services,  based  upon  the  active  participation  by  the  private 
envirotech  industry,  federal  and  state  agencies,  institutions 
of  higher  education,  and  the  public. 

*  a  process  by  which  the  envirotech  industry,  federal  and 
state  agencies,  and  institutions  of  higher  education  and  the 
public  may  cooperatively  devise  an  appropriate  national 
strategy  to  promote  the  export  of  environmental  products  and 
services  addressing  all  environmental  sectors  (air,  water, 
hazardous  materials,  natural  resources,  including  coastal  and 
water  resources).   This  strategy  could  initially  seek  to 
maximize  the  opportunities  for  export  development  in  target 
countries  such  as  Mexico,  Brazil,  Turkey  and  Taiwan  which  are 
able  to  commit  substantial  resources  to  develop  national 
programs  of  environmental  management  in  the  next  decade.   Next, 
and  building  upon  the  provisions  of  the  Freedom  Support  Act, 
this  strategy  could  include  a  plan  to  cooperate  with  the 
countries  of  the  former  Soviet  Union  and  Eastern  Europe  in 
meeting  their  needs  for  new  environmental  technologies  and 
management  expertise  through  a  variety  of  technigues  (loans, 
joint  ventures,  etc.).   Third,  the  strategy  may  link 
NAFTA-implementation  legislation  to  specific  actions  by  Mexico 
and  the  U.S.  to  secure  substantial  improvements  in 
environmental  management  programs.   For  example,  such 
legislation  might  reguire  and  support  active,  cooperative 
actions  by  national  trade  organizations  such  as  the  U.S.  EBC 
and  the  Mexican  Chamber  of  Industrial  Organizations  (CONCAMIN) 
to  adopt  new  environmental  technologies  and  management 
strategies  to  ensure  compliance  with  Mexico's  environmental 
laws.   Fourth,  this  strategy  could  seek  in  appropriate  ways  to 
use  both  U.S.  and  international  aid  programs  to  developing 
countries  to  provide  U.S.  environmental  products  and  services. 
Fifth,  the  strategy  could  seek  authority  for  the  Export-Import 
Bank  to  make  low  interest  loans  to  assist  the  U.S.  envirotech 
industry  abroad  in  both  developing  and  developed  countries  in 
carrying  out  joint  enviro-business  ventures.   Finally,  the 
strategy  could  include  additional  export  enhancement  measures 
(direct  grants,  subsidies,  low-interest  loans,  loan  guarantees, 
tax  incentives,  etc.)  to  support  the  export  of  U.S.  envirotech 
products  and  services. 

*  modest  funding  for  a  period  of  five  years  to  support 
activities  by  an  independent,  non-profit  organization  (the 
"International  Environmental  Business  and  Technology 
Institute")  to  be  operated  by  the  envirotech  industry  in 
cooperation  with  the  federal  and  state  governments  (see  earlier 
discussion  of  this  Institute). 
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*  creation  of  a  volunteer  Environmental  Services  Corps, 
which  could  mobilize  the  energies  and  expertise  of  hundreds  of 
Americans  experienced  in  environmental  technologies  and 
management  to  assist  in  carrying  out  environmental  projects  and 
building  the  environmental  management  capacity  in  other 
countries. 

In  Appendix  A,  I  have  provided  specific  comments  on  the 
elements  of  the  proposed  legislation  as  outlined  in  your  letter 
of  invitation  to  testify  in  this  hearing. 

CONCLUSION 

If  we  carry  out  the  tasks  that  we  have  described  in  this 
document,  we  will  have  begun  implementation  of  a  comprehensive 
global  strategy  to  develop  the  U.S.  envirotech  industry  and  to 
assist  the  world  in  achieving  environmental  protection  and 
sustainable  development.  A  partnership  between  the  federal  and 
state  government  and  the  U.S.  EBC  and  its  chapters  will  be 
forged  to  assist  in  the  education  and  training  of  the 
envirotech  industry  to  identify  and  exploit  business 
opportunities  across  national  borders. 

THANK  YOU,  MR.  CHAIRMAN 
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Appendix  A 


COMMENTS  ON  THE 

PROPOSED  NATIONAL  ENVIRONMENTAL  TECHNOLOGY  AND  BUSINESS 

COMPETITIVENESS  ACT  OF  1993 

The  Environmental  Business  Council  strongly  supports  this 
proposed  legislation.   We  believe  that  the  legislation  is 
essential  to  building  an  effective  partnership  between  federal 
and  state  governments,  the  envirotech  industry,  and  institutions 
of  higher  education  in  order  to  promote  the  export  of 
environmental  products  and  services.   We  also  believe  that  the 
legislation  will  be  entirely  consistent  with  and  supportive  of 
the  Clinton-Gore  Administration's  policy  of  encouraging  the 
management  of  global  resources  for  sustainable  use  and 
development.   We  would  like  to  offer  the  following  specific 
comments  on  elements  of  the  proposed  legislation. 

1.  We  need  a  clear  and  strong  statement  of  the  national 
policy  to  support  the  development  of  the  U.S.  envirotech  industry 
and  to  promote  the  export  of  U.S.  environmental  products  and 
services.   Although  the  Export  Enhancement  Act  of  1992  took  a 
significant  step  in  this  direction,  this  Act  does  not  include  the 
envirotech  industry  and  other  important  participants  in  an  active 
partnership  with  the  government  to  promote  exports.   The  proposed 
legislation  can  build  upon  what  was  achieved  in  the  Export 
Enhancement  Act . 

2.  The  EBC  believes  that  creating  a  single  office  in  the 
Department  of  Commerce  to  coordinate  the  Department's  activities 
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in  promoting  the  export  of  environmental  products  and  services 
will  simplify  what  is  now  a  complicated  bureaucratic  maze  of 
different  offices  and  agencies  with  partial  responsibilities  and 
authority  in  this  area.   We  recommend,  however,  that  the  new 
office  play  the  lead  role  in  coordinating  the  activities  of  other 
federal  agencies,  in  addition  to  the  Department  of  Commerce,  with 
respect  to  promoting  the  export  of  environmental  products  and 
services.   Currently  many  agencies,  including  U.S. AID,  the 
Department  of  State,  and  the  Ex-Im  Bank,  share  authority  over  the 
federal  government's  activities  which  would  support  the  new 
program.   Because  the  new  program  more  directly  concerns  the 
responsibilities  of  the  Department  of  Commerce,  we  believe  that 
it  should  be  located  in  DOC. 

3 .    EBC  has  proposed  that  the  envirotech  industry  be  an 
essential  participant  in  the  development  of  a  national  strategy 
to  achieve  the  goals  of 'the  proposed  legislation.   Currently  the 
Export  Enhancement  Act  addresses  only  the  public  sector  and 
leaves  out  a  critical  role  for  private  industry.   The  mechanism 
to  put  together  this  national  strategy  must  provide  for  an  active 
partnership  between  government  and  industry,  and  it  must  include 
a  process  to  revise  and  update  the  strategy  from  time  to  time  as 
we  gain  experience  with  what  techniques  are  most  effective  and 
cost-efficient  in  promoting  the  export  of  environmental  products 
and  services.   We  cannot  stress  too  much  the  need  for  private 
participation  in  this  strategic  planning  process. 
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4.  The  Freedom  Support  Act  (FSA)  authorizes  the 
establishment  of  American  Business  Centers  (ABCs)  in  Russia  and 
the  newly  independent  states.   Under  the  FSA,  ABCs  may  be 
established  in  certain  key  locations  to  provide  a  range  of 
technical  services  (e.g.,  communications,  document  preparation, 
and  some  market  survey  data/information)  to  support  the 
activities  of  U.S.  private  business  beginning  to  operate  in  these 
locations.   These  services  are  especially  helpful  during  the 
initial  period  in  which  business  begins  to  operate  in  new  and 
unknown  markets.   The  FSA's  authorization  language  for  the  ABC 
Program  ("up  to  $10  million")  is  imprecise,  however,  and  the 
actual  amount  likely  to  be  allocated  by  the  U.S. AID  to  the  ABC 
Program  in  the  Department  of  Commerce  will  be  considerably  less 
than  $10  million.   Although  the  FSA  also  authorizes 
"environmental  business"  components  of  these  centers,  little 
funding  will  actually  be  available  unless  the  Congress  clearly 
states  its  intention  that  such  funds  should  support  the  export  of 
environmental  products  and  services. 

EBC  supports  the  proposal  that  the  ABC  Program  be 
strengthened  and  that  DOC  take  the  lead  in  operating  such  centers 
in  locations  where  they  can  be  of  critical  assistance  to  American 
businesses,  including  envirotech  business. 

5.  EBC  strongly  endorses  the  proposal  to  establish  the 
International  Environmental  Business  and  Technology  Institute  as 
a  primary  means  to  achieve  the  effective  coordination  of  private- 
public  initiatives  to  promote  the  export  of  environmental 
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products  and  services.    We  think  that  a  reasonable  structure  for 
the  proposed  Institute  is  as  a  nonprofit,  independent 
organization,  with  a  national  charter  consistent  with  the  goals 
of  the  proposed  legislation,  and  a  national  board  of  directors. 
We  believe  that  a  modest  amount  of  funding  could  support  the 
activities  of  the  Institute  (as  described  in  the  Committee's 
proposed  legislation  document)  in  the  early  years,  and  that  we 
could  assess  its  effectiveness  early  on  to  determine  its  value  to 
the  government  and  the  industry.   In  that  regard,  a  "sunset" 
provision  for  federal  support  for  the  Institute  would  be 
appropriate.   We  also  believe  that  the  Institute  could  be 
associated  with  the  strengthened  American  Business  Centers 
Program  in  an  effective  manner. 

6 .    The  EBC  has  championed  the  creation  of  the  Volunteer 
Environmental  Services  Corps  as  a  potentially  effective  way  to 
assist  the  economic  development  of  the  emerging  republics  of  the 
former  Soviet  Union  and  developing  countries  generally.   Our  idea 
is  to  draw  upon  the  experience  of  senior  environmental 
professionals  who  would  volunteer  to  serve  stints  in  such 
countries  working  with  ministries,  state  industries  converting  to 
private  ownership  and  adjusting  to  market  economies,  businesses, 
and  individuals.   These  professionals  would  offer  advice  and 
assistance  on  effective  and  efficient  environmental  management  of 
businesses  and  resources.   The  program  would  be  modeled  in  part 
upon  the  Peace  Corps.   Private  industry  could  play  a  large  role 
in  initiating  and  operating  the  Environmental  Services  Corps. 
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Corps  volunteers  could  be  located  in  the  ABCs  as  they  are 
established. 

7.    EBC  believes  that  an  organized  U.S.  envirotech 
industry,  in  partnership  with  federal  and  state  governments,  can 
play  a  significant  role  in  implementing  such  international 
agreements  as  NAFTA.   EBC  has  already  worked  with  Mexican 
industry  to  assist  in  the  creation  of  a  program  of  environmental 
management  in  Mexico  (this  program  of  cooperation  is  described  in 
the  EBC  statement) .   We  believe  that  the  U.S.  and  Mexican 
industry  can  play  a  much  greater  role  in  ensuring  the  successful 
implementation  of  a  program  of  responsible  environmental 
management  in  Mexico,  and  EBC  supports  the  proposal  to  link  NAFTA 
implementation  with  measures  to  bring  about  cooperative  actions 
between  the  U.S.  and  Mexico  to  achieve  this  goal. 
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APPENDIX    B 


TOWARD  A  SHARED  ECONOMIC  VISION  FOR 

MASSACHUSETTS 


EXECUTIVE  SUMMARY 


On  December  30,  1992,  Professor  Michael  E.  Porter  and  Rebecca  E.  Wayland,  Harvard 
Business  School,  and  C.  Jeffrey  Grogan,  Monitor  Company,  Inc.  released  their  report 
"Toward  a  Shared  Economic  Vision  for  Massachusetts. "  This  report  was  the  result  of  an 
independent,  pro  bono  study  begun  in  July  of  1992  in  collaboration  with  Challenge  to 
Leadership,  an  initiative  to  promote  cooperation  among  leaders  from  business,  labor, 
government,  education,  religion,  and  community  institutions  in  Greater  Boston.  This  report 
represented  an  effort  to  integrate  and  extend  the  understanding  of  the  Massachusetts 
economy  in  the  context  of  a  new  paradigm  for  understanding  competitiveness,  to  identify 
recent  accomplishments  toward  achieving  a  shared  economic  vision,  to  catalogue  current 
proposals,  and  to  define  a  small  number  of  priority  areas  for  the  coming  year.  Excerpts  from 
the  report  are  provided  below: 


The  Competitive  Advantage  of  Cities,  States,  and  Regions 

The  central  economic  goal  for  Massachusetts  should  be  to  attain  a  high  and  rising 
standard  of  living  for  our  citizens.  Our  ability  to  earn  a  high  and  rising  standard  of  living 
in  Massachusetts  depends  on  our  productivity,  or  the  value  of  the  output  produced  with 
every  day  of  work  and  dollar  of  capital  invested.  To  maintain  and  improve  our  standard 
of  living,  we  must  grow  the  productivity  of  the  Massachusetts  economy  over  time. 

Productivity  is  not  as  much  a  function  of  what  industries  Massachusetts  firms  compete 
in,  but  how  they  compete  in  them.  High  productivity  is  not  restricted  to  the  so-called 
"high  tech"  industries  but  can  be  achieved  in  traditional  manufacturing  and  service 
industries  as  well. 

All  industries  contribute  to  determining  the  output  per  worker  of  the  economy,  but 
industries  that  compete  nationally  and  internationally  have  far  greater  long-term 
growth  potential.  Their  success  in  doing  so,  however,  depends  upon  their  ability  to 
compete  against  firms  across  the  nation  and  around  the  world.  The  ability  of  the 
Commonwealth's  firms  to  be  competitive  in  national  and  international  industries  thus 
has  a  profound  impact  on  the  prospects  for  long-term  economic  growth. 

In  more  sophisticated  industries,  such  as  many  of  those  in  Massachusetts,  the 
traditional  sources  of  competitiveness  have  been  superseded  by  the  changing  nature  of 
international  competition.  Globalization  has  allowed  firms  to  source  factors  in 
international  markets  or  locate  selective  activities  overseas  to  take  advantage  of  them. 
Technological  change  has  given  firms  the  ability  to  eliminate,  nullify,  or  circumvent 
weaknesses  in  factors. 
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What  determines  prosperity  today  is  the  potential  of  a  region's  industries  and  entire 
economy  to  continuously  upgrade.  This  means  relentless  productivity  improvement  in 
existing  industries,  through  improving  products  or  increasingly  sophisticated  processes. 
This  means  moving  into  more  advanced  segments  that  involve  more  sophisticated 
technology  and  /  or  command  higher  prices,  and  having  the  capacity  to  compete 
successfully  in  sophisticated  new  industries  where  productivity  is  higher. 

Why  are  certain  companies  based  in  certain  regions  capable  of  consistent  innovation 
and  upgrading  in  particular  fields?  The  answer  lies  in  four  broad  attributes  of  a  region, 
termed  the  diamond,  that  shape  the  environment  in  which  its  firms  compete.  These 
attributes,  individually  and  as  a  system,  most  influence  the  ability  of  competitive 
advantage  to  be  created  and  sustained: 


•  Factor  Conditions:  The  presence  of  highly  specialized  pools  of  skills,  technology, 
and  infrastructure  tailored  to  the  needs  of  particular  businesses  that  are  continually 
upgraded 

•  Related  and  Supporting  Industries:  Capable  local  suppliers  of  those  specialized 
inputs  (such  as  components,  machinery,  and  services)  integral  to  innovation  in  the 
industry;  competitive  local  companies  in  industries  related  by  technology,  skills,  or 
customers 

•  Demand  Conditions:  The  presence  of  sophisticated  and  demanding  local  customers 
who  pressure  firms  to  innovate  and  whose  needs  foreshadow  needs  elsewhere 

•  Firm  Strategy,  Structure  and  Rivalry:  A  local  context  that  allows  strategies  and  ways  of 
organizing  and  managing  that  fosters  innovation;  individual  and  corporate  goals 
that  support  sustained  investment;  vigorous  competition  among  a  group  of  local 
rivals. 

The  workings  of  these  attributes  lead  to  the  formation  of  clusters  of  nationally  or 
internationally  competitive  industries.  A  cluster  is  a  grouping  of  industries  linked 
together  through  customer,  supplier,  or  other  relationships  Both  manufacturing  and 
service  industries  may  be  part  of  a  cluster,  and  are  often  closely  interconnected. 

Once  a  cluster  forms,  the  industries  which  comprise  it  become  mutually  reinforcing. 
Aggressive  rivalry  in  one  industry  spreads  to  other  industries  in  the  cluster  through 
spin-offs  or  related  diversification.  Information  flows  freely,  and  innovation  spreads 
rapidly  through  the  relationships  among  customers  and  suppliers.  Institutions  such  as 
colleges,  universities,  and  public  infrastructure  adapt  to  cluster  needs.  Through  a 
cumulative  process  that  often  occurs  over  several  decades,  the  state  or  nation  becomes 
a  unique  repository  of  specialized  expertise,  technology,  and  institutions  for  competing 
in  a  given  field. 
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A  particular  region  or  city  can  be  the  location  of  several  different  clusters  of  industries. 
These  clusters  will  typically  differ  in  their  size  and  state  of  development,  and  the 
individual  industries  within  them  will  differ  in  sophistication  and  rate  of  growth. 
Clusters  of  industries  that  compete  nationally  and  internationally,  then,  are  the  driving 
force  behind  economic  development  in  a  state  or  nation.  Their  mutually  reinforcing 
character  energizes  innovation,  fosters  upgrading,  spawns  new  companies  and  new 
industries,  and  drives  demand  for  local  industries. 

The  Role  of  Government  in  Economic  Development 

Government  inevitably  plays  an  important  role  in  economic  development.  The  question  is 
not  whether  government  should  set  policies  that  affect  industry,  but  what  those  policies 
should  be.  The  effect  of  government  on  competition  is  best  understood  by  examining 
the  way  in  which  its  policies  affect  the  diamond.  Government  policies  can  positively  or 
negatively  influence  individual  parts  of  the  diamond.  Government  shapes  factor 
conditions,  for  example,  through  its  educational  or  infrastructure  policies.  Regulatory 
standards  effect  the  sophistication  of  home  demand.  Tax  policy  influences  the  goals  of 
individuals  and  companies.  Antitrust  policy  affects  the  degree  of  local  rivalry. 
Government  policy  also  influences  the  feedback  loops  through  which  the  diamond 
becomes  a  system.  Policy  towards  education  and  training,  for  example,  can  make  it 
easier  or  harder  for  local  institutions  to  adapt  to  the  needs  of  local  clusters. 

Many  of  the  most  powerful  roles  of  government  are  at  the  state  and  local  level,  because  many 
of  the  most  important  sources  of  competitive  advantage  are  local  Policies  at  these  levels 
can  have  a  major  influence  not  only  on  the  general  education  system  and  generalized 
infrastructure  but  also  on  the  ability  to  create  specialized  training,  specialized 
technological  capability  in  universities,  and  specialized  infrastructure  to  meet  the 
needs  of  local  industries.  At  the  same  time,  a  myriad  of  state  and  local  regulations  affect 
industry  in  countless  ways,  while  state  and  local  tax  policies  influence  goals  and 
incentives. 

Government  has  four  fundamental  roles  in  economic  development.  The  first  is  to 
improve  the  quality  and  availability  of  the  basic  inputs  that  firms  draw  upon,  such  as 
human  resources,  technological  infrastructure,  physical  infrastructure  that  applies  to 
many  industries,  and  capital.  Modern  infrastructure  includes  not  only  roads,  ports, 
railroads  and  bridges,  but  also  smart  highways,  efficient  air  service,  and  advanced 
telecommunications. 

Second,  government  must  create  rules,  regulations,  and  incentives  that  encourage 
innovation  and  upgrading.  Through  regulations,  tax  policies,  antitrust  enforcement, 
and  many  other  actions,  government  policies  influence  the  climate  in  which  firms 
compete. 

Third,  government  must  build  on  and  reinforce  the  formation  of  local  clusters,  both 
established  and  emerging.  This  leverages  the  investments  of  government  and  other 
institutions  in  building  skills,  research  capabilities,  and  infrastructure,  because  they 
•  feed  whole  groups  of  firms  and  industries.  Government  should  work  to  encourage  the 
upgrading  of  all  clusters,  not  choose  among  them.  Every  industry  offers  the  potential  for 
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productivity  growth,  not  just  emerging  or  high  technology  fields.  In  Massachusetts,  for 
example,  footwear  firms  such  as  Reebok,  StrideRite,  Converse,  New  Balance,  and 
George  Keith  have  as  much  potential  to  upgrade  by  improving  their  technologies  and 
skills  as  supercomputer  firms  do.  It  is  as  important  to  revitalize,  upgrade,  and  defend 
established  clusters  as  it  is  to  encourage  new,  emerging  ones.  Government's  role  is  to 
improve  the  environment  in  which  firms  compete.  It  cannot  set  strategies  and  create 
competitive  industries-only  companies  do  that.  It  cannot  foresee  successful 
companies,  but  it  can  help  reinforce  the  success  of  those  that  emerge. 

The  final  and  most  subtle  role  for  government  is  to  raise  the  sights  of  local  firms,  their 
managers,  their  other  employees,  and  the  region's  citizens.  Government  leaders,  with 
their  public  platforms,  can  help  educate  the  public  about  the  imperatives  of 
international  competition,  highlight  the  challenges  facing  industry,  and  articulate  an 
economic  vision  for  the  future.  This  sort  of  role  for  government — signalling  the  future 
—  fosters  economic  upgrading. 

State  agencies  should  drive  the  implementation  of  these  types  of  programs  to  the  local 
le\  _ .,  and  should  encourage  industry  associations  and  local  government  entities  to  play 
a  leadership  role  in  identifying  the  needs  of  local  businesses.  Incentives  should  be 
created  for  trade  associations  to  establish  training  and  technology  transfer  programs  of 
their  own,  and  to  bear  joint  responsibility  for  managing  public  programs. 

The  Role  of  the  Private  Sector  in  Economic  Development 

While  government  can  help  to  create  a  favorable  environment  for  competition,  it  is 
companies  themselves  that  must  ultimately  achieve  and  sustain  competitive  advantage. 
To  do  so,  they  must  recognize  the  central  role  of  innovation  and  the  uncomfortable  fact 
that  innovation  grows  out  of  pressure  and  challenge. 

Companies  must  sell  to  the  most  sophisticated  and  demanding  buyers;  seek  out  those 
buyers  with  the  most  difficult  needs;  establish  norms  that  exceed  the  toughest 
regulatory  hurdles  or  product  standards;  source  from  the  most  advanced  suppliers;  and, 
treat  e  mployees  as  permanent  in  order  to  stimulate  upgrading  of  skills  and  productivity. 

An  important  part  of  a  company's  competitive  advantage  resides  in  its  local 
environment  Companies  must  invest  to  upgrade  the  environment,  both  individually 
and  through  industry  associations,  by  nurturing  local  suppliers,  working  closely  with 
local  educational  and  research  institutions,  taking  an  active  role  in  improving  the  local 
infrastructure,  and  the  like.  Industry  associations,  ideally  representing  entire  clusters, 
should  serve  as  a  focal  point  for  factor  creation,  information  gathering,  and 
communicating  with  government. 

In  order  to  sustain  competitiveness,  companies  must  compete  nationally  and  globally. 
They  must  not  do  everything  at  home,  but  should  source  raw  materials  and  capital  from 
wherever  they  are  most  cost-effective  and  locate  activities  abroad  to  source  cheap  labor 
for  less  skilled  functions,  gain  access  to  foreign  markets,  and  tap  specific  technologies. 
•  Yet  companies  must  have  a  clear  home  base,  which  is  the  location  of  their  core  research, 
critical  mass  of  sophisticated  production,  and  strategic  direction.  This  home  base  is 
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where  the  essential  skills  and  technology  reside,  where  inputs  and  information  sourced 
from  global  activities  are  integrated,  and  where  the  most  productive  jobs  are  located. 
Today,  state  and  national  prosperity  is  driven  by  the  competition  to  attract  and  retain 
home  bases  rather  than  low  skilled  assembly  plants  or  distribution  centers. 

The  Performance  of  the  Massachusetts  Economy 

This  framework  for  understanding  competitiveness  provides  a  means  for  taking  a  fresh 
look  at  the  Massachusetts  economy,  and  examining  the  current  downturn  and  the 
underlying  competitiveness  of  the  Commonwealth  from  a  long-term  perspective. 

An  examination  oithe  recent  economic  performance  of  the  Commonwealth  shows  that 
many  of  the  current  economic  difficulties  are  the  result  of  restructuring  in  local 
industries  caused  by  unsustainable  economic  growth  experienced  in  the  1980s.  The 
bulk  of  this  economic  restructuring  has  been  in  local  industries  such  as  real  estate, 
construction,  and  retailing,  along  with  associated  problems  in  the  Massachusetts  banks 
and  S&Ls,  rather  than  in  Massachusetts  companies  which  sell  nationally  and 
internationally.  A  disproportionate  share  of  job  losses  during  the  recent  recession  have 
occurred  in  local  industries  which  comprised  approximately  5 1  percent  of  total  jobs  but 
over  70  percent  of  total  job  losses  between  December  1988  and  December  1991.  The 
adjustment  in  local  industries  was  exacerbated  by  the  difficulties  of 
Massachusetts-based  firms  in  defense  and,  especially,  in  the  minicomputer  industry. 
Despite  their  negative  impact  on  the  economy,  the  problems  experienced  by  these 
companies  are  industry  specific  rather  than  a  reflection  of  broader  problems  in  the 
Massachusetts  economy.  Finally,  the  emergence  of  a  national  and  then  a  global 
recession  has  further  depressed  economic  performance  across  all  sectors,  particularly 
since  the  Commonwealth  entered  the  recession  earlier  than  other  parts  of  the  nation. 

Yet  in  examining  these  three  developments,  it  is  important  to  recognize  the  continued 
strength  underlying  the  Massachusetts  economy.  As  measured  by  personal  income  and 
employment,  the  Massachusetts  economy  has  proven  extremely  effective  in  achieving 
and  maintaining  a  high  and  rising  standard  of  living  for  its  residents.  Between  1982  and 
1988,  per  capita  personal  income  grew  at  the  second  highest  rate  in  the  nation.  This 
growth  is  even  more  impressive  given  the  already  high  level  of  per  capita  income,  which 
ranked  sixth  in  the  nation  in  1982.  Even  the  recent  economic  slowdown  has  not 
undermined  Massachusetts'  leadership  relative  to  other  states  in  the  nation. 
According  to  the  Massachusetts  Department  of  Employment  and  Training,  in  1991  the 
average  level  of  personal  income  was  $22,910  -  20  percent  higher  than  the  national 
average  of  $19,092. 

Massachusetts  businesses  have  also  registered  strong  performance.  Massachusetts  is 
the  headquarters  location  for  over  300  public  companies  and  has  a  strong  tradition  of 
developing  new  firms  and  even  new  industries.  In  1991,  twelve  of  Business  Week's  100 
best  small  companies  were  based  in  Massachusetts.  Between  1981  and  1991, 
Massachusetts  consistency  accounted  for  over  4  percent  of  the  companies  in  the  Inc. 
500  list  of  the  fastest  growing  medium-sized  companies  in  the  nation,  and  as  high  as  6 
•  percent.  Finally,  between  1985  and  the  first  quarter  of  1992,  7  percent  of  the  total 
number  of  companies  making  initial  public  offerings  each  year  were  based  in 
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Massachusetts.  Massachusetts  has  maintained  its  strong  performance  in  these  areas 
even  during  the  recession.  This  success  in  developing  and  growing  new  companies  is 
particularly  impressive  given  that  the  Commonwealth  accounts  for  only  3  percent  of  the 
total  U.S.  gross  national  product. 

Massachusetts  is  also  the  home  to  a  wide  range  of  nationally  and  internationally 
successful  industry  clusters.  Significant  clusters  of  industries  based  in  the 
Commonwealth  include  health  care,  information  technology,  knowledge  creation, 
financial  services,  travel  and  tourism,  plastics,  metal  fabrication,  printing  and 
publishing,  environmental  products  and  services,  marine  products  and  services, 
specialty  footwear,  and  others.  The  strength  of  Massachusetts  clusters  is  illustrated 
most  vividly  by  their  performance  in  the  recent  economic  downturn.  The  health  care, 
information  technology,  knowledge  creation,  financial  services,  travel  and  tourism, 
metal  fabrication,  plastics,  and  printing  and  publishing  clusters  comprised  41  percent 
of  total  private  employment  in  Massachusetts  in  1991.  Yet,  they  accounted  for  only  14 
percent  of  job  losses  between  1988  and  1991.  Massachusetts  clusters  are  not  only  more 
robust  than  local  industries  in  the  face  of  the  economic  downturn  but  also  support 
wages  27  percent  higher  than  the  Massachusetts  private-sector  average 


Strengths  and  Weaknesses  of  the  Massachusetts  Economy 

The  underlying  strengths  and  weaknesses  of  the  Massachusetts  economy  can  be  best 
evaluated  by  combining  an  examination  of  broad  economic  trends  with  more  detailed 
examination  of  industry  clusters  and  individual  companies.  Collectively,  these  analyses 
present  a  picture  of  the  distinctive  strengths  of  the  Massachusetts  economy  and  our 
prospects  for  future  growth.  They  also  highlight  areas  of  weakness  that  must  be 
addressed. 

Despite  its  current  difficulties,  Massachusetts  is  in  a  strong  competitive  position  and 
already  possesses  most  of  the  conditions  necessary  for  national  and  global 
competitiveness  in  the  coming  decade.  The  sources  of  strength  in  the  economy  include 
the  following: 

— Strong  Educational  and  Research  Capabilities.  The  Commonwealth  has  world-class 
educational,  medical,  and  research  institutions  that  attract  students,  scientists,  and 
experts  who  are  at  the  leading  edge  of  their  fields.  In  1990,  the  120  colleges  and 
universities  located  in  Massachusetts  educated  12  percent  of  the  nation's  Ph.D. 
students  in  computer  engineering,  7  percent  of  those  in  electrical  engineering,  and 
10  percent  of  those  in  mathematics.  Fifty  percent  of  all  Nobel  Prize  winners  in  the 
United  States  have  been  affiliated  with  Massachusetts  educational  institutions.  In 
1989,  5.7  percent  of  all  research  and  development  expenditures  were  made  in 
Massachusetts,  almost  double  the  Commonwealth's  share  of  national  GDP. 

-Highly  Skilled  Work  Force.  The  Commonwealth  enjoys  a  unique  pool  of  highly 
qualified-  professionals  and  highly  skilled  technicians.  Massachusetts  leads  the 
nation  in  the  percentage  of  adults  with  college  degrees  and  ranks  second  in  the 
percentage  of  residents  with  advanced  degrees  in  science  and  engineering. 
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—  Leading  Positions  in  Emerging  Technologies.  Beyond  particular  industries,  the 
Commonwealth  is  on  the  leading  edge  of  a  number  of  emerging  technologies  which 
can  drive  growth  and  underpin  the  region's  prosperity  well  into  the  future.  The 
strong  technology  and  skill  base  located  here  provides  the  flexibility  to  develop  even 
more  industries  as  new  needs  emerge. 

—Successful  Industry  Clusters.  Many  of  the  core  clusters  in  our  state  economy  would 
be  the  envy  of  most  nations.  Growth  forecasts  by  broad  industry  sector  indicate  that 
many  are  expected  to  be  among  the  fastest  growing  sectors  of  the  national  and  world 
economy.  Moreover,  industry  clusters  in  Massachusetts  have  strong  positions  in 
both  national  and  international  markets.  They  tend  to  compete  in  sophisticated 
ways  which  place  them  on  the  forefront  of  innovation.  Even  in  relatively  low 
technology  industries,  our  firms  compete  in  the  high  end  of  their  industry  with 
advanced  technological  capabilities. 

— A  Broad-Based  Economy.  The  diversity  of  industries  in  Massachusetts  represents 
another  important  strength.  The  Commonwealth's  economy  does  not  rest  on  any  one 
group  of  firms  or  industries,  like  so  many  other  areas.  It  is  remarkable  in  the  sheer 
number  of  innovative,  world-class  companies,  both  big  and  small,  located  here. 

—An  Attractive  Place  to  Live.  Even  beyond  its  position  as  perhaps  the  world's  leading 
intellectual  center,  the  Commonwealth  benefits  from  a  rich  history,  a  strong 
cultural  life,  and  rivers,  lakes,  mountains,  and  seacoasts  that  are  among  the  most 
beautiful  in  the  nation.  These  important  attributes  provide  an  important 
contribution  to  the  standard  of  living  in  Massachusetts  in  attracting  highly  skilled 
employees  and  must  also  be  ranked  among  its  most  valuable  strengths. 

While  the  Massachusetts  economy  is  fundamentally  strong,  there  are  some  important 
weaknesses  to  be  dealt  with.  These  include  the  following: 

—  Upheaval  in  Two  Major  Massachusetts  Industries.  Restructuring  in  the  defense  and 
minicomputer  industries  has  left  many  of  our  highly  skilled  workers  unemployed  or 
at  risk  of  being  unemployed.  We  must  pay  close  attention  to  the  industry  transitions 
that  are  occurring  and  ensure  that  displaced  workers  are  retrained  and  reemployed. 

—Economic  Disadvantage.  The  existence  of  economically  distressed  citizens  and 
economically  distressed  communities  is  not  only  a  failure  for  all  of  us  but  also 
diminishes  the  state's  economic  and  fiscal  resources.  Almost  11  percent  of 
Massachusetts  residents  currently  live  below  the  poverty  line  and  15  percent  of 
cities  and  towns  have  unemployment  rates  above  10  percent  Unless  we  address 
these  problems,  the  only  result  can  be  social  tension,  lawlessness,  and  despair. 

-A  History  of  Unresponsive  Government.  The  Massachusetts  government  has 
traditionally  constrained  the  state's  economic  growth  because  it  has  too  often  been 
unsupportive  of  business  needs.  The  effect  on  the  economy  is  illustrated  by  past 
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failure  to  gain  consensus  on  import: nt  initiatives  and  the  absence  of  incentives  and 
support  mechanisms  for  Massachusetts-based  companies. 

-  Poor  Image  with  Business.  Massachusetts  has  historically  been  viewed  as  a  difficult 
place  in  which  to  do  business,  both  by  firms  located  within  the  Commonwealth  and 
by  those  based  elsewhere.  High  taxes,  a  perception  of  excessive  regulation  that 
failed  to  take  industry  needs  into  consideration,  and  inconsistent  government 
policies  have  created  this  perception,  and  have  limited  our  ability  to  attract  new 
businesses.  Until  recently,  few  initiatives  were  undertaken  to  counterbalance  this 
image. 

-  High  Cost  of  Doing  Business.  The  cost  of  doing  business  in  Massachusetts  is  higher 
than  in  many  other  states  in  the  nation,  particularly  in  terms  of  product  inputs  and 
labor.  Many  of  these  costs  are  indirect  and  undermine  the  ability  of  Massachusetts 
businesses  to  prosper  with  no  offsetting  benefits. 

— High  Cost  of  Living.  The  cost  of  living  in  Massachusetts  has  been  consistently  higher 
than  the  national  average,  particularly  in  the  Boston  metropolitan  area. 

Understanding  our  strengths  and  weaknesses  allows  us  to  see  beyond  our  current 
difficulties  and  clearly  evaluate  our  future  prospects.  The  institutions,  skills,  and 
businesses  resident  in  the  Commonwealth  are  among  the  best  in  the  nation.  Yet  we 
must  also  address  problems  as  diverse  as  retaining  the  highly  skilled  workers  in  our 
defense  and  minicomputer  industries,  building  the  basic  skills  of  our  economically 
disadvantaged  individuals,  reducing  the  bureaucracy  of  our  government  organizations, 
and  improving  our  image  with  businesses.  To  achieve  these  diverse  goals,  we  need  to 
develop  an  overarching  vision  which  sets  specific  goals  for  the  Commonwealth,  builds 
on  our  unique  strengths,  and  defines  priorities  and  actions  to  overcome  our 
weaknesses. 


Toward  a  Shared  Economic  Vision  for  Massachusetts 

In  order  to  make  good  decisions  about  how  to  deal  with  today's  problems,  we  need  an 
economic  vision,  or  a  set  of  principles  defining  what  kind  of  economy  we  want  to  have 
and  the  crucial  steps  required  to  get  there.  An  explicit  economic  vision  is  essential  to 
transforming  a  collection  of  discrete  policy  initiatives  into  a  visible  and  compelling 
agenda  for  action.  It  will  motivate  and  guide  the  private  sector.  It  will  guide  policy 
formulation  in  the  many  disparate  parts  of  government  that  affect  the  regional 
economy  and  help  ensure  their  consistency.  An  explicit  economic  vision  will  shift  the 
focus  away  from  short-term  actions  to  deal  with  the  recession,  many  of  which  may  be 
counterproductive,  toward  the  steps  required  for  economic  growth. 

There  is  growing  consensus  that  a  long-term  economic  vision  for  the  Commonwealth 
should  contain  the  following  elements: 
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1.  Technology  and  Innovation  Capital.  Massachusetts  should  seek  to  become 
the  technology  and  innovation  capital  of  the  world  in  science,  information 
technology,  health  care,  the  environment,  energy  conservation, 
management  and  other  important  fields.  Our  manufacturing  industries, 
from  plastics  to  supercomputers,  should  be  the  most  innovative.  We  should 
seek  to  be  the  most  innovative  competitor  in  services  as  well. 

2.  Most  Skilled  Work  Force  Focused  Around  Local  Clusters.  Massachusetts 
cannot  be  the  world's  technology  and  innovation  capital  unless  it  has  the 
most  skilled  work  force  of  any  state.  This  must  extend  beyond  our  current 
strengths  in  science,  engineering,  and  graduate  trained  professions  to 
encompass  our  entire  workforce.  Our  human  resources  base  is  built  on 
Massachusetts'  primary  and  secondary  education  system.  Yet,  general 
education  alone  cannot  create  a  competitive  economy.  What  is  also  needed 
is  a  work  force  with  the  specialized,  industry-specific  skills  required  to  be 
world  class  in  all  our  industries. 

3.  Infrastructure  for  a  Knowledge-Based  Economy.  In  a  technology-  and 
knowledge-based  region  seeking  to  compete  globally,  the  fluid  motion  of 
people,  products  and  services,  information  and  ideas  is  crucial.  The 
Commonwealth  needs  the  transportation  and  communications 
infrastructure  necessary  to  successfully  compete  in  a  global  economy. 

4.  Most  Attractive  Climate  for  Investment.  The  capacity  to  innovate  and 
upgrade  requires  investment,  not  only  in  tangible  assets  such  as  plant  and 
equipment,  but  also  in  intangible  assets  such  as  research  and  development, 
training,  and  information  systems.  These  intangible  assets  are  increasingly 
vital  to  competition.  Massachusetts  has  a  proven  track  record  in  creating 
new  companies,  not  only  because  of  our  science  and  technology  but  also 
because  of  our  strong  spirit  of  innovation  and  entrepreneursbip. 

5.  Fiscal  Stability.  To  create  the  best  environment  for  investment, 
Massachusetts  must  have  the  goal  of  gaining  and  maintaining  the  highest 
credit  rating  of  any  state.  This  will  restore  and  maintain  confidence,  lower 
our  borrowing  cost,  and  attract  risk  capital. 

6.  Elimination  of  Economic  Disadvantage.  Even  in  a  prosperous  state  such  as 
Massachusetts,  we  have  the  despair  of  economic  disadvantage.  There  are 
individuals  who  are  unemployed  and  have  few  prospects  for  employment 
because  they  lack  the  necessary  skills.  There  are  also  areas,  both  urban  and 
rural,  which  lack  a  productive  economic  foundation.  We  cannot  count  our 
economic  vision  a  success  unless  we  eliminate  these  areas  of  disadvantage. 

7.  High  Quality  of  Life.  Attracting  and  keeping  the  people  to  achieve  our 
economic  vision  depends  on  making  Massachusetts  a  desirable  place  for 
people  and  families  to  live  and  work.  There  is  a  tendency  to  think  that  the 
quality  of  life  is  disconnected  from  our  economic  agenda.  Yet,  a  high  quality 
of  life  is.  part  of  the  standard  of  living.  The  states  which  provide  the  most 
successful  bases  for  investment  are  the  places' where  skilled  people  want  to 
live  and  work.  A  high  quality  of  life  depends  upon  having  affordable  health 
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care,  low  crime,  a  rich  assortment  of  recreational  and  cultural  activities,  and 
a  clean  environment. 

8.  National  and  Global  Marketing.  We  have  taken  the  attraction  of  the 
Commonwealth  for  granted  for  too  long.  To  reap  the  fruits  of  a  competitive 
economy  and  reinforce  it,  we  must  begin  to  market  Massachusetts  more 
aggressively  as  a  place  to  do  business,  a  place  to  invest,  a  place  to  work,  a 
place  to  study,  a  place  to  live,  and  a  place  to  visit.  We  must  also  aggressively 
market  Massachusetts  products  and  services  abroad. 

9.  A  Better  Public  I  Private  Organizational  Structure  for  Economic  Development. 
All  these  steps  will  not  be  successfully  implemented  without  a  better 
organizational  structure  for  economic  development.  There  are  disparate 
levels  of  government,  economic  development  organizations,  chambers  of 
commerce,  and  trade  associations  in  the  Commonwealth  which  have 
similar  objectives  but  are  poorly  coordinated  and  often  work  at  odds  with 
one  another. 

10.  Performance-Based  Government.  In  order  to  make  our  government 
organizations  and  public  programs  more  effective,  we  must  remake 
government.  Government  fails  to  deliver  because  government 
organizations  do  not  clearly  identify  their  customers  and  fail  to  understand 
customer  needs;  they  do  not  measure  their  own  performance  and  are  not 
held  accountable  for  meeting  performance  objectives.  We  should  not 
reduce  the  services  government  provides,  but  work  to  improve  the 
efficiency  and  productivity  with  which  they  are  delivered 

We  must  progress  simultaneously  in  all  of  these  areas  if  we  are  to  meet  our  economic 
and  social  goals.  The  areas  are  interrelated,  and  our  competitiveness  will  be 
constrained  by  the  weakest  link.  Without  highly  skilled  citizens  and  a  strong 
technological  infrastructure  to  draw  on,  for  example,  even  aggressive  capital 
investments  will  not  produce  the  desired  outcomes. 
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SUMMARY  OF  ELEMENTS  OF  THE  ECONOMIC  VISION 


Technology  and  Innovation 
Capital 


Support  our  nationally  ranked  schools,  upgrade  our  local  state 

colleges  and  universities  and  university  research;  tighten  links 

between  research  infrastructure  and  industry;  and  speed 

technology  transfer 

Focus  on  cross-cutting  technologies  and  research 

Encourage  educational  specialization  and  establish  university 

centers  of  excellence  linked  to  local  industrial  needs 

Tear  down  regulatory  barriers  to  change 

Re-conceive  regulation  as  a  tool  to  encourage  innovation 


Most  Skilled  Work  Force 
Focused  Around  Local 
Clusters 


Infrastructure  for  a 
Knowledge-Based  Economy 


Invest  in  early  childhood  education 

Set  high  standards  for  our  public  education  system 

Create  a  work  force  with  specialized  industry-specific  skills 

Support  policies  which  help  better  train  and  retrain  our  work 

force 

Create  incentives  for  companies  to  invest  in  continuing 

education  programs 


Support  infrastructure  which  rapidly  moves  people,  products, 
services,  information,  and  ideas 


Most  Attractive  Climate  for 
Investment 


Fiscal  Stability 


Elimination  of  Economic 
Disadvantage 


Create  a  climate  which  supports  aggressive  and  sustained 

investment 

Support  policies  that  encourage  productive  investment  and 

direct  capital  to  new  companies 

Banking  regulation  that  fosters  prudent  business  lending 

Increase  the  total  pool  of  capital  available  to  Massachusetts 

firms 

-  Strive  for  the  highest  credit  rating 

-  Achieve  balanced  state  budgets,  stabilize  fiscal  policy,  and 
work  to  pay  down  debt     ^^^^^^ 

Create  incentives  for  employers  to  hire  the  disadvantaged 
Focus  on  disadvantaged  areas  —  promote  entrepreneurship 
and  investment 


•  Quality  of  Life 


National  and  Global 
Marketing 


Make  Massachusetts  a  desirable  place  in  which  to  live  and 
work  through  affordable  health  care,  low  crime,  a  wide 
assortment  of  recreational  and  cultural  activities,  and  a  clean 
environment    


Aggressively  market  Massachusetts  to  encourage  competitors, 
suppliers  and  buyers  in  important  industry  clusters  to  locate 
here;  increase  and  broaden  our  exports;  promote  investment; 
and  encourage  firms  to  remain  ana  expand  here 


A  Better  Public  /  Private 
Organizational  Structure 
for  Economic  Development 


Performance- Based 
Government 


Encourage  strong  coordination  between  government, 
economic  development  groups,  trade  associations,  and 
industry 


Improve  efficiency  and  productivity  in  government 
Put  in  place  performance  and  service  objectives  and 
measurement  systems 
Privatize  where  appropriate 
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Progress  Toward  This  Economic  Vision 

Having  outlined  the  elements  of  an  economic  vision,  it  is  useful  to  measure  our  progress 
against  this  vision. 

—  Technology  and  Innovation  Capital.  There  is  a  growing  recognition  that  becoming  a 
technology  and  innovation  capital  should  be  a  real  focus  in  an  economic  vision  for 
Massachusetts.  Massachusetts  passed  a  research  and  development  tax  credit  which 
is  one  of  the  highest  in  the  nation.  A  number  of  industry  cluster  studies  are  well 
underway.  Regulatory  task  forces  have  identified  ways  to  streamline  regulation. 
While  there  has  been  progress  on  the  technology  and  innovation  front,  we  must 
continue  to  work  collectively  toward  world  technological  and  innovation  leadership. 
We  must  work  to  encourage  and  facilitate  investment  in  laboratories  and  research 
facilities.  We  must  apply  our  technological  know-how  to  speed  the  process  of 
technology  transfer  out  of  university  laboratories  and  into  the  market  place.  We 
must  also  help  our  defense  firms  convert  to,  and  successfully  compete  in, 
commercial  markets.  Dual-use  technology  and  the  retraining  of  our  work  force  are 
high  on  the  agenda  to  facilitate  this  transition. 

—  Most  Skilled  Work  Force  Focused  Around  Industry  Clusters.  Progress  toward 
developing  the  most  highly  skilled  work  force  has  been  mixed.  The  are  a  number  of 
training  initiatives  underway  in  particular  industries.  The  Massjobs  Council  is 
embarking  on  a  significant  initiative  to  restructure  and  improve  our  work  force 
development  system.  But  progress  in  terms  of  restructuring  our  educational  system 
in  Massachusetts  has  been  disappointing.  We  need  to  come  to  early  consensus  in  this 
area  so  critical  to  the  future  competitiveness  of  Massachusetts. 

—  Infrastructure  for  a  Knowledge-Based  Economy.  On  infrastructure  related  projects, 
the  Commonwealth  is  already  spending  more  than  $1.4  billion  in  state  and  federal 
capital  funds.  In  September  1992,  the  first  section  of  tubing  for  the  Third  Harbor 
Tunnel  arrived  in  Boston  Harbor.  The  Artery  Team  has  recently  completed  a 
redesign  of  the  Charles  River  crossing  which  helps  clear  the  way  for  a  resolution  of 
one  of  the  last  major  hurdles  in  this  complex  and  expensive  project.  There  is  still 
much  more  to  be  done  to  enable  Massachusetts  to  have  an  infrastructure  which 
supports  our  economy.  We  must  continue  aggressive  investment  in  our 
transportation  infrastructure,  including  a  new  airport,  improved  ports  and  railroads, 
and  less-congested  highways.  We  must  also  initiate  a  program  to  harness  advanced 
transportation  technologies  such  as  smart  highways  and  establish  a  regulatory 
strategy  and  incentives  to  create  a  world-class  fiber  optic  and  over-the-air 
telecommunication  and  computer  network. 

—  Most  Attractive  Climate  for  Investment.  Worker's  compensation  and  estate  tax  reform 
were  two  significant  steps  forward  over  the  past  year.  The  Weld  administration  has 
put  forward  a  thoughtful  plan  with  the  strong  support  of  the  business  community  to 
stimulate  investment  and  job  creation  in  the  Commonwealth.  This  plan  is  currently 
under  review  in  the  legislature. 
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Fiscal  Stability.  There  has  also  been  much  progress  toward  achieving  political  and 
fiscal  stability.  In  one  of  the  worst  economic  periods  in  the  Commonwealth's  history, 
th  administration  and  legislature  were  able  to  successfully,  and  successively, 
balance  the  state's  budgets  without  tax  increases  or  new  borrowing.  Capital  spending 
has  been  reformed  with  multi-year  capital  spending  plans,  a  re-prioritization  of 
spending,  and  the  linking  of  capital  spending  to  bonding.  While  we  have  seen 
significant  progress  in  this  area,  we  must  not  become  complacent.  Rising  health  care 
costs,  and  the  effects  of  the  local  and  national  recession  will  continue  to  affect  the 
state's  revenues.  It  will  be  as  important  for  the  administration,  legislature  and 
private  sector  to  work  collectively  and  to  make  do  with  the  funds  available. 

Elimination  of  Economic  Disadvantage.  In  addition  to  tax  policy  initiatives  and 
programs  to  improve  access  to  credit  and  capital,  the  Weld/Cellucci  administration 
has  also  put  forward  a  number  of  proposals  designed  to  encourage  employers  to 
locate  in  economically  distressed  areas.  While  economically  distressed  areas  within 
our  cities  and  rural  areas  are  a  subject  of  significant  focus  in  Massachusetts,  we  must 
also  work  to  boost  the  chances  for  our  disadvantaged  citizens.  Mayor  Flynn's 
emphasis  in  this  area,  his  focus  on  families  and  neighborhoods,  and  his  efforts  with 
Representative  Kennedy  for  low  income  housing  have  been  a  good  start,  but  a 
renewed  emphasis  on  human  resources  strategy  —  with  a  focus  on  education  and 
training  -  will  do  much  toward  improving  our  disadvantaged  population. 

High  Quality  of  Life.  While  the  Commonwealth  has  led  the  nation  in  strategies  for 
pollution  abatement,  we  are  behind  other  areas  in  our  approach  to  market-based 
strategies.  As  part  of  an  environmental  and  energy  strategy,  we  should  work 
collectively  with  the  long-term  objective  of  enabling  Massachusetts  to  improve  its 
environment  and  boost  the  competitiveness  of  its  industries. 

National  and  Global  Marketing.  There  has  been  a  real  change  in  mindset  across 
government  and  business  about  the  marketing  of  Massachusetts.  The  Governor's 
Council  on  Economic  Growth  and  Technology  in  1991  created  a  special  task  force 
on  the  promotion  of  Massachusetts.  Informative,  industry  cluster-specific  literature 
has  been  prepared  and  an  advertising  campaign  is  being  created  to  promote 
Massachusetts.  A  number  of  trade  missions  have  been  completed  and  trade  offices 
have  been  established  overseas  to  extend  the  reach  of  Massachusetts  around  the 
world.  CEOs  across  Massachusetts  have  joined  forces  to  form  the  Massachusetts 
Ambassador  Program  to  attract  national  and  international  companies  to 
Massachusetts.  The  Commonwealth's  leading  utilities  and  economic  development 
organizations  have  also  formed  an  alliance  to  promote  the  competitive  advantages 
of  Massachusetts  and  provide  a  coordinated  site  finding  capability  for  firms 
considering  expansion  or  locating  operations  in  the  Commonwealth. 

While  significant  strides  have  been  made,  much  more  can  be  done  to  shape  the 
perceptions  of  those  inside  and  outside  the  Commonwealth.  We  must  encourage 
firms  to  remain  and  expand  in  the  Commonwealth  as  well  as  encourage  firms  to 
invest  here.  Massachusetts  has  historically  been  able  to  attract  individuals  and  firms. 
But  the  Commonwealth  is  now  experiencing  strong  competition  for  our  people  and 
companies  from  other  states  and  nations  with  sophisticated  marketing  and  a 
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plethora  of  financial  and  other  incentives.  We  must  continue  to  respond  to  this 
challenge  with  vigor  and  a  well-coordinated  public  /  private  approach. 

-  A  Better  Public  I  Private  Organizational  Structure  for  Economic  Development.  The 
Governor's  Council  on  Economic  Growth  and  Technology  has  had  an  active  and 
instrumental  role  since  its  creation  in  1991.  Comprised  of  leading  executives  and 
academics,  the  Council  is  organized  into  a  number  of  task  forces  and  subcommittees 
addressing  such  topics  as  tax  policy,  capital  formation,  technology  policy,  the 
promotion  of  Massachusetts  as  a  place  to  do  business,  and  defense  conversion. 
Committees  on  biotechnology  and  pharmaceuticals  and  telecommunications  have 
prepared  reports  for  the  Council  highlighting  industry-specific  issues.  Task  Forces 
on  advanced  materials  and  marine  science  have  recently  been  formed  to  do  the 
same.  The  International  Trade  Advisory  Board  has  also  been  formed  to  bring 
greater  coordination  between  government  and  the  private  sector,  spotlight  trade 
issues,  help  to  formulate  policy  to  build  exports  by  Massachusetts  firms,  and  bring 
business  investment  into  the  Commonwealth.  Within  Greater  Boston,  Challenge  to 
Leadership  has  served  an  important  role  by  bringing  together  many  diverse 
economic  development  efforts. 

Despite  this  progress,  there  still  are  many  disparate  levels  of  government,  economic 
development  organizations,  chambers  of  commerce,  and  trade  associations  which 
have  similar  objectives  but  often  work  at  odds  with  one  another.  A  summit  of 
economic  organizations  in  the  Commonwealth  should  be  conducted  in  order  to 
formulate  a  coordinated  plan  for  increasing  exports,  encourage  firms  to  remain  and 
expand  here,  and  attract  new  business  to  the  region.  Trade  associations  and  job 
training  organizations  can  also  work  with  the  administration  to  further  identify 
where  regulatory  and  other  barriers  impede  growth  and  innovation  and  to  identify 
what  infrastructure  needs  and  specialized  skills  will  be  required  to  compete  in  the 
future. 

—  Performance-Based  Government.  The  last  several  years  of  economic  restructuring 
have  been  painful.  Many  cuts  have  been  required  to  balance  the  budget.  The 
administration  clearly  has  an  agenda  of  re-examining  the  role  of  state  government 
and  pursuing  techniques  to  promote  efficiency.  Beyond  efforts  to  reduce  the  overall 
size  of  government  and  eliminate  redundancy,  a  number  of  initiatives  are  underway, 
ranging  from  performance  measurement  and  performance-based  budgeting  to 
benchmarking  and  best  demonstrated  practices. 

Steps  like  these  have  given  Massachusetts  a  head  start  and  advantage  in  dealing  with 
problems  affecting  every  state.  The  tables  on  the  following  pages  provide  a  more 
specific  view  of  areas  where  progress  has  been  made  and  where  consensus  for  action  is 
emerging.  They  also  highlight  areas  in  need  of  additional  emphasis.  Although  there  are 
undoubtedly  many  more  areas  where  action  is  being  taken  by  forward-looking  groups, 
this  early  attempt  to  summarize  initiatives  across  the  state  indicates  an  unprecedented 
level  of  activity,  ideas,  and  agreement  for  improving  our  economic  performance. 
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SUMMARY  OF  ECONOMIC  DEVELOPMENT  INITIATIVES 
AND  IDEAS  —  WHAT  HAS  BEEN  DONE  OR  PROPOSED 


•  Technology  and 
Innovation  Capital 


Research  and  Development  Tax  Credit 

AIM  Regulatory  Task  Force 

Kerry-Rudman  Small  Business  Innovation  Research  Program 

Industry  cluster  studies 

Excellence  in  Innovation  and  Quality  awards 

Economically  targeted  investments  with  some  of  the  state's  pension  funds 


•  Most  Skilled  Work  Force 
Focused  Around  Local 

Clusters 


Massachusetts  Jobs  Council  Training  Initiative 
Weld/Cellucci  educational  reform  proposals 
Senate  and  House  educational  reform  proposals 
Training  initiatives  in  particular  industries 


•  Infrastructure  for  a 
Knowledge-Based  Economy 


$1.4  Billion  in  state  and  federal  capital  funds 
Central  Artery  /  Third  Harbor  Tunnel  Project 
Weld/Cellucci  $100  Million  Capital  Projects  Fund 
to  stimulate  economic  growth 

"Strategic  Assessment  Report"on  Advanced  Transportation 
S1.5  Billion  Logan  Airport  modernization  program 


•  Most  Attractive  Climate  for 
Investment 


Weld/Cellucci  Economic  Development  /  Jobs  Creation  proposal  for 

Capital  Gains  Tax  Phase-Out,  Investment  Tax  Credit  Increase, 

Emerging  Technology  Fund,  Small  Business  Capital  Access  Program, 

Export  Finance  Program 

Workers'  compensation  reform 

Estate  tax  reform 

Reduced  the  state's  personal  income  tax  rate  from  625%  to  5.95% 


Fiscal  Stability 


Balanced  successive  budgets  without  resorting  to  new 

borrowing  or  new  taxes 

Pursued  stable  tax  policies 

Instituted  5-year  capital  planning  program 

Re- prioritized  capital  spending 


Elimination  of  Economic 
Disadvantage 


Weld/Cellucci  Economic  Opportunity  Area  Proposals: 

Credit  for  Investment,  Loss  Carry  Forward  Increase,  Export  lax  Credit, 

Job  Credit,  and  Building  Re-Utilization  Deduction 

Mayor  Fh/nn's  initiatives  in  neighborhoods  and  disadvantaged  urban 

areas 


Quality  of  Life 


-  Planned  development  of  state  energy  strategy 


National  and  Global 
Marketing 


Governor's  Council  of  Economic  Growth  and  Technology's  Task  Force 

on  Promotion  of  Massachusetts 

Massachusetts  Alliance  for  Economic  Development 

Massachusetts  Ambassador  Program 

Weld/Cellucci  Export  Finance  Program  proposal 

Trade  Missions  to  Asia,  Europe,  the  Middle  East,  and  Latin  America 

Overseas  trade  offices  in  Japan,  Germany,  and  Israel 

Massachusetts  Center  for  Technology  Growth 


A  Better  Public  /  Private 
Organizational  Structure 
for  Economic  Development 


Creation  of  the  Governor's  Council  on  Economic  Growth  and 

Technology  and  its  Task  Forces  and  Subcommittees 

Creation  of  the  International  Trade  Advisory  Board 

Industry  mediators  proposal 

Massachusetts  Development  Agency  proposal 

Regional  "one-stop  shopping"  offices  proposal 

October  1992  Manufacturing  Conference 

Challenge  to  Leadership 


Perform  an  ce-Based 
Government 


Performance-based  budgeting- 
Heightened  attention  to  cost  control 
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ECONOMIC  DEVELOPMENT  PRIORITIES  — 
WHAT  REMAINS  TO  BE  DONE 


Technology  and 
Innovation  Capital 


Develop  closer  ;nks  between  schools,  universities,  research  firms,  and 

industry  to  optimize  the  state's  intellectual  capital  and  speed  the 

process  of  technology  transfer 

Establish  university  centers  of  excellence  linked  to  local  industry  needs 

Eliminate  and  streamline  regulations  that  negatively  affect  innovation 

and  business  development 

Conduct  studies  of  Massachusetts  clusters  to  identify  ways  to  improve 

the  environment  for  innovation 

Help  defense  firms  convert  to,  and  successfully  compete  in,  commercial 

markets 


Most  Skilled  Work  Force 
Focused  Around  Local 
Clusters 


Achieve  consensus  on  educational  reform 
Restructure  the  job  training  system 


•  Infrastructure  for  a 
Knowledge — Based 
Economy 


Continue  aggressive  investment  in  transportation  infrastructure, 

including  a  new  airport,  improved  ports  and  railroads,  and 

less-congested  highways 

Initiate  a  program  to  harness  advanced  transportation  technologies 

such  as  smart  highways 

Establish  a  regulatory  strategy  and  incentives  to  create  a  world-class 

fiber  optic  and  over-the-air  telecommunication  and  computer  network 


Most  Attractive 
Climate  for 

Investment 


Increase  the  investment  tax  credit 

Establish  a  long-term  capital  gains  incentive 

Establish  investment  incentives  and  capital  access  programs  for  small 

businesses  and  emerging  technologies 


•  Fiscal  Stability 


Institutionalize  balanced  state  budgets 

Reduce  debt 

Achieve  an  AAA  credit  rating 


Elimination  of 

Economic 

Disadvantage 


Provide  a  comprehensive  program  for  adult  education  in  basic  skills 
Establish  incentives  for  employers  to  hire  the  disadvantaged 
Create  a  strategy  for  enhancing  sustainable  economic  development  in 
disadvantaged  areas 


Quality  of  Life 


Develop  an  environmental  quality  and  energy  conservation  strategy 
Gain  consensus  on  a  strategy  to  provide  affordable  healthcare 
Create  a  plan  to  improve  recreational  and  cultural  facilities 


National  and 

Global 

Marketing 


Export  promotion  strategy 

Conduct  a  communications  campaign  to  herald  Massachusetts'  strengths 

and  broadcast  progress 


A  Better  Public/ 

Private 

Organizational 

Structure  for 

Economic 

Development 


Appoint  industry  mediators  to  coordinate  business  and  government 

activities 

Establish  one-stop  shopping  for  new  businesses 

Increase  coordination  among  economic  development  organizations 

Establish  a  regional  strategy  center  for  state  economic  development 

Develop  an  on-going  capability  to  assess  the  performance  of  the  economy 


Performance— 
Based  Government 


Establish  performance  standards  and  measure  performance  for 
government  programs  and  offices 
Privatize  selectively    '*  « 
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Priorities  for  1993  and  Beyond 


All  would  agree  that  the  task  of  creating  and  implementing  a  shared  economic  vision 
for  the  Commonwealth  remains  unfinished.  The  first  priority,  in  our  view,  is  to  make 
real  progress  toward  restructuring  the  public  education  system  in  Massachusetts. 
While  there  are  current  proposals  from  the  Governor,  the  House  and  the  Senate,  we 
are  still  far  from  a  consensus  both  on  how  to  restructure  public  education  and  on  how  to 
fund  it.  We  need  to  find  a  way  in  the  Commonwealth  to  break  through  the  substantive 
and  political  complexities  of  making  progress  in  this  area,  and  agree  on  a  strategy.  The 
1991  Challenge  to  Leadership  report  dealt  exclusively  with  education,  and  it  would  not 
be  appropriate  to  focus  heavily  on  that  issue  here.  Nevertheless,  it  remains  at  the  top  of 
the  Massachusetts  long-term  economic  agenda. 

There  are  four  other  pressing  priority  areas  for  1993.  The  first  is  capital,  and  how  to 
enhance  the  supply  of  capital  to  Massachusetts  industry.  The  second  area  is  job  training, 
where  hundreds  of  millions  of  dollars  are  currently  being  spent  in  the  Commonwealth 
with  questionable  results.  The  third  is  achieving  one-stop  shopping  or  the  need  to 
coordinate  the  state's  activities  to  attract  new  investment  The  final  area,  which  cuts 
across  the  other  three,  is  the  need  to  develop  a  comprehensive  strategy  to  deal  with 
economically  disadvantaged  areas  within  the  Commonwealth. 

—  Capital  Massachusetts  has  a  proven  track  record  in  spawning  new  companies  and 
entirely  new  industries.  Even  in  the  current  recession,  new  business  formation  has 
continued,  and  Massachusetts  has  a  leading  position  on  both  the  Inc.  500  list  of 
rapidly  growing  companies  and  in  the  rates  of  initial  public  offerings  on  Wall  Street . 

Despite  this  success  in  new  business  formation,  however,  there  is  a  widespread 
feeling  that  the  availability  of  capital  to  fund  both  new  and  established  companies  in 
the  Commonwealth  is  inadequate.  Part  of  the  difficulty  may  be  temporary,  and 
simply  the  result  of  the  recession  and  the  difficulties  faced  by  Massachusetts  banks 
in  dealing  with  bad  real  estate  loans.  At  the  same  time,  the  flow  of  capital  into  the 
Commonwealth  has  undoubtedly  been  hampered  by  the  negative  image  of 
Massachusetts  that  resulted  from  the  state's  fiscal  difficulties  and  the  early  onset  of 
the  recession. 

-Job  Training.  To  cope  with  heightened  national  and  international  competition, 
almost  all  agree  with  the  need  for  greater  and  more  effective  training  for  the 
Massachusetts  work  force.  While  the  Commonwealth's  universities  as  a  group  are 
among  the  best  in  the  nation,  there  are  serious  questions  about  our  job  system  for 
vocational  and  technical  training. 

It  is  estimated  that  more  than  $360  million  is  spent  in  the  state  annually  on  job 
training  programs.  However,  these  programs  are  distributed  among  four  separate 
state  agencies  and  numerous  local  entities,  with  apparently  little  coordination. 
Local  regional  employment  boards  have  the  authority  to  allocate  all  job  training 
partnership  funds  and  some  state  welfare  money,  but  appear  to  vary  greatly  in  their 
effectiveness.  Moreover,  the  available  funds  often  come  with  severe  restrictions  on 
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their  use,  which  limits  their  benefit  to  the  economy.  Massachusetts  needs  to  develop 
a  coherent  state  strategy  for  job  training. 

-  One-Stop  Shopping.  There  is  intense  competition  today  for  business  investment, 
whether  it  is  expansion  by  established  companies  or  attracting  new  companies  into 
the  region.  States  and  foreign  countries  are  using  increasingly  sophisticated  and 
coordinated  strategies  to  attract  industry.  Many  states  offer  various  kinds  of 
subsidies  to  attract  investment.  This  approach  is  often  self-defeating,  because  it 
attracts  cost-sensitive  activities  which  make  a  lesser  contribution  to  the  state's 
economy  and  are  prone  to  move  when  a  better  deal  can  be  struck  elsewhere. 
Whatever  approach  is  used  to  attract  investment,  however,  a  coordinated  approach 
by  the  various  agencies  of  government  is  needed.  This  is  often  referred  to  as 
one-stop  shopping,  or  the  ability  of  an  established  or  new  company  to  go  to  one 
place  to  coordinate  ail  its  interactions  with  the  state  and  local  governments. 

Massachusetts  appears  to  be  well  behind  in  achieving  this  capability.  Site  selection 
services  are  not  well  developed  and  are  poorly  coordinated.  State  and  local 
agencies  have  not  coordinated  their  activities  well.  As  a  result,  Massachusetts 
reinforces  its  image  of  being  unfriendly  to  business,  and  loses  plants  and  other 
investments  that  it  could  otherwise  win.  Massachusetts  needs  a  comprehensive 
approach  to  providing  one-stop  shopping  for  industry,  spanning  state  and  local 
government. 

—Economically  Disadvantaged  Areas.  During  the  current  recession  and  even  before, 
some  areas  of  the  state  were  hit  much  harder  than  others.  There  are  a  number  of 
economically  disadvantaged  areas  both  in  Massachusetts  cities  as  well  as  in  rural 
areas.  The  need  to  address  these  areas  of  disadvantage  is  a  matter  of  growing 
urgency  in  the  Commonwealth  and  in  the  nation.  Yet  current  approaches  to  dealing 
with  this  problem  are  achieving  mixed  results  at  best  Too  often,  it  seems,  public 
money  is  being  funnelled  into  subsidies  and  incentives  which  result  in  uneconomic 
and  unsustainable  development  in  distressed  areas.  Much  of  the  capital  goes  to  real 
estate  projects  or  to  attracting  companies  with  tenuous  ties  to  the  area  without 
addressing  the  fundamental  underlying  problems  of  the  local  area. 

Conclusions 

This  year's  Challenge  to  Leadership  conference  brought  together  a  wide  range  of 
community,  business,  labor,  and  government  leaders.  It  provided  a  unique  opportunity 
for  these  groups  to  discuss  the  elements  of  a  shared  economic  vision  for  the 
Commonwealth,  identify  priorities  for  action,  and  highlight  points  of  debate. 

Through  the  conference  discussions,  there  was  widespread  consensus  that  the  future 
success  of  Massachusetts  will  be  driven  by  a  new  economic  era  The  new  model  is  one  in 
which  firms  must  compete  in  a  global  economy  against  the  world's  best  rivals. 
Massachusetts  will  only  remain  prosperous  if  we  can  be  productive,  skilled,  and 
innovative  enough  to  keep  up.  In  this  new  environment,  business  will  not  succeed  by 
driving  wages  down.  At  the  same  time,  traditional  government  policies  such  as  heavy 
public  assistance,  and  a  focus  on  real  estate  development  simply  will  not  work. 
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Consensus  also  seemed  to  emerge  on  the  major  elements  of  an  economic  vision  for  the 
Commonwealth:  achieving  a  competitive  economy  that  generates  a  high  and  rising 
standard  of  living  for  all  residents.  There  was  much  agreement  on  the  need  for 
Massachusetts  to  improve  skills,  foster  new  technologies,  upgrade  infrastructure, 
increase  investment,  and  the  like. 

The  imperatives  of  this  new  global  economy  transcend  many  of  the  traditional 
differences  among  the  groups  represented  at  the  conference.  A  wide  range  of  speakers 
noted  the  close  interdependence  of  economic  and  social  goals.  It  became  clear  that 
policymakers  and  others  can  no  longer  see  these  areas  as  separate  but  must  strike  a 
careful  balance  in  the  resources  and  attention  dedicated  to  both  of  them. 

The  greatest  tension  at  the  Conference  surfaced  over  the  tradeoff  between  making  the 
investments  needed  for  genuine,  long-term  economic  prosperity  and  dealing  with  the 
pressing,  short-term  needs  of  our  citizens.  The  benefits  of  balancing  the  budget  and 
improving  our  state  bond  rating,  for  example,  must  be  weighed  against  the  need  to 
reduce  homelessness  and  poverty  in  the  Commonwealth.  Making  these  trade-offs 
requires  a  high  degree  of  trust,  which  needs  to  be  strengthened  in  the  Commonwealth. 
Disadvantaged  individuals  must  feel  that  their  plight  is  understood  and  is  being 
addressed  if  they  are  to  tolerate  further  sacrifices.  Business  and  government  leaders 
must  understand  and  act  on  these  concerns  if  the  needed  political  support  for  important 
changes  is  to  be  forthcoming. 

Striking  the  proper  balance  between  short-term  economic  and  social  objectives  and 
long-term  economic  growth  requires  that  the  broad  range  of  interests  represented  in 
Massachusetts  operate  under  a  shared  vision  for  the  Commonwealth.  In  the  last 
several  years,  the  challenges  which  we  have  faced  have  fostered  unprecedented 
cooperation  within  government  and  between  the  public  and  private  sector.  The 
collective  efforts  of  these  groups  have  led  to  progress  against  many  of  our  most  pressing 
issues.  Yet  there  is  still  much  to  be  done.  To  continue  to  make  progress  toward  our 
economic  vision,  we  must  reaffirm  our  commitment  to  the  vision  and  continue  the 
constructive  dialogue  that  is  already  in  progress. 

Our  most  important  task  is  to  translate  this  emerging  consensus  into  action.  This  report 
and  the  Challenge  to  Leadership  discussion  focused  on  five  areas  for  action,  including 
improving  the  educational  system,  increasing  capital  availability,  restructuring  job 
training,  improving  one-stop  shopping,  and  eliminating  economic  disadvantage.  Our 
hope  is  that  the  report  and  the  conference  will  foster  further  discussion  among  the  many 
groups  in  Massachusetts,  and  that  even  greater  progress  toward  a  shared  economic 
vision  for  the  Commonwealth  can  be  made  in  future  years. 


"Toward  a  Shared  Economic  Vision  for  Massachusetts"  was  donated  to  the 
Commonwealth  of  Massachusetts  and  can  be  purchased  for  the  cost  of  printing 
through  the  State  House  Bookstore,  Room  16,  The  State  House,  Boston, 
Massachusetts  02133  (Phone:  61 7-  727-2834).. 
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Testimony  of 
Thomas  A.  Campbell,  General  Counsel  of  ENTRIX 

Before 
The  House  Merchant  Marine  and  Fisheries  Committee 
Subcommittee  on  Environment  and  Natural  Resources 


Mr.  Chairman,  members  of  the  sub-committee,  my  name  is  Thomas  A.  Campbell  and  I  am 
General  Counsel  for  ENTRIX,  a  Houston  and  San  Francisco-based  environmental  consulting  firm. 
Prior  to  my  tenure  with  ENTRIX,  I  was  General  Counsel  for  the  National  Oceanic  and 
Atmospheric  Administration  (NOAA).  In  both  capacities,  I  have  involved  myself  in  a  series  of 
issues  that  have  included  both  environment  and  trade.    Last  year  as  head  of  the  Commerce 
Department  delegation  to  the  "Earth  Summit,"  I  had  an  experience  that  had  a  significant  effect  on 
my  views  on  environmental  trade.  The  Rio  Summit  focused  world  attention  on  the  environment. 
More  than  150  world  leaders  gathered  and  exchanged  commitments  to  dedicate  more  of  their 
resources  to  deal  with  environmental  problems.  These  commitments  will  be  good  for  the  global 
environment  and  could  be  good  for  U.S.  environmental  companies. 

But  Japan  announced  in  some  of  the  press  events  surrounding  the  summit  that  they  had 
identified  environmental  goods  and  services  as  a  $200  billion  export  market.  Other  figures  indicate 
that  this  market  will  grow  to  $300  million  by  the  year  2000.  The  Japanese  exhibit  at  the 
Environmental  Trade  Fair  in  Sao  Paolo,  an  event  contemporaneous  with  the  Earth  Summit, 
reflected  the  intensity  of  Japan's  interest.  The  Japanese  government-sponsored  exhibit  dwarfed  the 
US  exhibit  both  in  size  and  substance.  It  was  seven  times  larger  than  the  U.S.  exhibit  and  was 
carefully  directed  at  the  sale  of  Japanese  environmental  goods  and  services.  The  German  exhibit 
was  only  sligntly  smaller.  On  the  other  hand  ,  the  U.  S.  exhibit  was  not  only  smaller  but  it  also 
missed  the  point.  The  vast  majority  of  our  exhibit  consisted  of  presentations  of  government 
agencies  that  focused  on  how  they  regulated  U.S.  industry,  which  of  course  had  nothing  to  do  with 
the  promotion  of  U.S.  environmental  goods  and  services.  At  the  Environmental  Trade  Fair,  we 
had  missed  both  the  boat  and  the  point.  My  fear  is  that  Rio  and  Sao  Paolo  are  symbolic,  and  that 
we  will  only  wake  up  to  this  global  opportunity  when  the  U.S.  competitive  advantage  in  the  area 
has  passed. 

The  world  focus  on  the  environment  presents  an  opportunity  to  increase  U.S.  exports.  For 
twenty  years,  U.S.  industry  has  borne  the  burden  of  some  of  the  most  comprehensive 
environmental  regulations  in  the  world.  Now  U.S.  companies  have  the  opportunity  to  reap  one  of 
the  benefits  of  this  burden  by  taking  the  technology  and  "know-how"  that  they  have  developed  over 
this  period  and  exporting  it.  But  the  window  of  opportunity  presented  by  our  current  technological 
advantage  will  be  short  as  international  competitors  gain  experience  and  market  share. 

The  need  for  the  kind  of  federal  environmental  trade  promotion  strategy  suggested  in  your 
"concept  paper"  is  great.  The  first  step  in  that  strategy  should  be  education,  particularly  the 
education  of  developing  nations.   Before  we  can  export  our  technology  to  the  developing  world,  we 
must  export  our  environmental  ethic.  Environmental  groups  should  be  a  part  of  such  an 
educational  effort.  Government  agencies  like  NOAA  and  EPA  should  also  be  used  in  this  effort. 
EPA  can  tell  of  the  costs  of  clean-up  of  places  like  Love  Canal  and  NOAA  can  speak  with 
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authority  to  the  destructive  effect  of  pollution  on  fisheries  resources  and  the  marine  environment  as 
a  whole..  Other  agencies  could  explain  the  health  care  costs  associated  with  pollution  (e.g.  cholera, 
typhoid  etc.).  We  need  to  teach  the  developing  nations  what  we  have  learned  ,  specifically  that  the 
real  costs  of  pollution  are  great  and  when  fully  understood  they  more  than  justify  the  cost  of  sound 
environmental  technology  and  services.  U.S.  environmental  agencies  and  environmental  groups 
should  work  together  to  raise  the  consciousness  of  the  developing  world  by  helping  them 
understand  that  good  environmental  planning  builds  stronger,  healthier  economies  and  a  better 
quality  of  life  for  their  populations.  This  would  be  good  role  for  what  you  have  described  as  the 
"Volunteer  Environmental  Services  Corp." 

The  educational  effort  must  also  target  U.S.  companies  that  have  traditionally  focused 
their  efforts  exclusively  on  U.S.  markets.  They  must  be  helped  to  understand  the  tremendous 
opportunities  that  exist  internationally.  The  Environmental  Business  and  Technology  Institute 
could  be  used  to  encourage  the  efforts  of  established  private  trade  associations  in  their  promotion 
of  environmental  trade.  These  organizations  already  have  the  relationships  in  the  countries  that 
they  focus  on  and  we  should  build  on  the  work  that  they  have  done,  not  duplicate  it.  These  trade 
groups,  with  the  assistance  of  the  Environmental  Business  and  Technology  Institute,  must  provide 
these  environmental  companies  with  access  to  foreign  businessmen  and  to  government  officials 
who  have  need  for  environmental  products.    Anyone  who  has  sold  a  product  knows  that  half  of  the 
sale  is  getting  in  the  door. 

An  example  of  how  this  kind  of  partnership  can  work  occurred  in  Turkey  a  little  over  a 
year  ago.  The  Commerce  Department  and  the  Export  Import  Bank  participated  in  a  pilot  initiative 
in  Turkey  assisting  U.S.  companies  entering  the  environmental  trade  market.  The  Turkey  initiative 
was  accomplished  through  combining  the  following  factors  in  a  bilateral  conference  setting: 


The  Seven  Factors  of  the  Turkey  Initiative: 

U.S.  Technology  and  Expertise  (represented  by  presentations  made  by  major 
U.S.  Corporations  working  in  the  environmental  area). 

Financing  for  Acquisition  of  U.S.  Technology  (represented  by  presentations 
made  by  Export  Import  Bank,  World  Bank,  Citibank  and  the  two  major  Turkish 
banks). 

Presentation  of  Need  for  Environmental  Technology  (presentations  by  EPA 
and  NOAA  on  the  real  cost  of  pollution). 

Participation  of  Local  Turkish  Government  (represented  by  local  municipalities 
who  would  be  purchasing  environmental  technology). 

Participation  of  National  Government  (represented  by  the  Minister  of 
Environment  and  the  Minister  of  Finance). 
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6. 
7. 


Participation  of  Local  Industry  (represented  by  the  Major  Turkish  companies) 

Facilitated  Through  Non-Government  Trade  Organization  (represented  by  the 
Turkish  American  Friendship  Council). 

access^  SSS  jni*iative  Provided  U.S.  companies  with 
access.  ..  access  to  buvers   anvemnonf  «~j         .   t 

efforts  to  be  coordinated  in  that-  it-  *«,♦.*«,    ,     . 

alone  is  sufficient  justification  for  the  promotion  of 
environmental  technologies  and  expertise  iS  cte^JoSiSJ 
countries.   The  other  obvious  benefit  is  the  direct  ??ade  in 
environmental  goods  and  services.   A  less  obv    °  e      g 
that  it  serves  to  balance  the  playing  field  for  trade  and 
employment  outside  of  the  environmenLl  area   Th^atrity 
?ha?  are"eith^  fnvironmental  requirements  and  sttnZIZ     * 
*n?«J£S  tt  leSS  stringent  than  or  less  stringently 

enforced  than  ours.   This  difference  creates  a  competitive 

incSti?:  for  uTign  g00dS'   ThiS  disP-ity  als?^e£is\„ 
iSoS«    for  U.S.  companies  to  move  their  operations 
overseas  causing  the  export  of  precious  U.S.  jobs 

The  bottom  line  is  that  export  of  environmental  aonrtc 
and  services  is  good  for  U.S.  companies  and Ts  worked 
and  it  is  good  for  the  environment.   This  is  the  kind  or' 
national  effort  that  our  government  was  created  to  support 
and  sustain.   Quite  simply  to  fail  to  act  in  this  aJeTSould 
trus?.    eSP°nSlble  aS  t0  constitute  a  breach  of  the  pub??c 

Mr.  Chairmen,  members  of  the  sub-committee  thank  vnn 

topi?6  ?fPeouUhalty  t0  SPeak  With  y°U  on"hise:osthSpoSant 
w«SfS*K    y°"  have  any  questions  about  my  testimony,  I 
would  be  more  than  happy  to  answer  them.  Y 
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Think  you,  Mr.  Chairman,  for  the  opportunity  to  present  testimony  on 
proposals  to  establish  a  national  program  to  support  exports  of  U.S. 
environmental  technologies,  goods,  and  services. 

I  am  a  Senior  Researcher  at  Vorldwatch  Institute.  In  that  capacity,  I 
authored  a  chapter  1n  the  Institute's  annual  State  of  the  World  report  on  the 
Interrelationships  between  world  trade  and  the  environment,  end  will  publish  a 
free-standing  study  on  the  subject  next  month. 

As  the  members  of  this  sub- committee  well  know,  the  last  few  years  have 
seen  a  flurry  of  concern  over  the  possible  negative  effects  of  expanding 
trade,  and  trade  agreements  themselves,  on  environmental  quality  around  the 
world.  In  my  work  on  this  Issue,  I  emphasize  that  though  we  must  be  vigilant 
about  the  possible  threats  posed  by  trade,  we  must  also  be  aware  and  take  full 
advantage  of  the  potential  opportunities.  One  of  the  primary  environmental 
benefits  of  freer  trade  Is  Its  potential  to  help  distribute  advanced 
environmental  technologies  around  the  world.  The  proposed  national  program 
could  help  advance  this  goal. 

One  of  the  reasons  that  international  trade  is  such  a  focus  of 
environmental  concern  Is  simply  that  1t  1s  growing  fast.  Merchandise  trade- 
Including  both  primary  commodities  and  manufactured  products— has  increased 
eleven-fold  since  1950  and  is  now  tallied  at  $3.5  trillion,  outpacing  the 
expansion  of  global  output  as  a  whole  over  this  period.  Trade  in  services  1s 
also  on  the  rise,   as  is  direct  investment  in  foreign  countries. 

This  rapid  expansion  poses  some  threats,  such  as  dumping  of  toxic  waste, 
destruction  of  tropical  forest,  the  creation  of  pollution  havens,  and— as  free 
trade  agreements  are  concluded— attacks  on  environmental  laws  as  "nontariff 
barriers  to  trade."  Yet  it  also  offers  welcome  opportunities— such  as  those 
discovered  by  villagers  in  the  Dominican  Republic  who  use  photovoltaic  cells 
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shipped  from  the  United  States  to  light  their  hones,  or  by  6reenpeace 
magazine,  that,  as  recently  as  1990,  Imported  paper  from  a  Swedish  mill 
because  no  U.S.  facility  could  supply  paper  produced  with  a  chlorine-free 
bleaching  system,  or  by  U.S.  auto  consumers  in  the  1970s,  whose  fuel 
efficiency  was  greatly  Improved  by  the  spur  of  Japanese  automaking 
competition.      We  need  to  be  explicit  about  discouraging  the  environmentally 
harmful  effects  of  trade  and  encouraging  the  benefits. 

Global  markets  disseminate  products  and  technologies  that  can  help  speed 
the  adoption  of  cleaner,  more  energy  and  materials-efficient  industrial 
processes  throughout  the  world.     As  environmental  laws  are  strengthened  in 
developed  and  developing  countries  alike,  sales  of  pollution  control  equipment 
are  surging.     Japan,  the  United  States,  and  Europe  (mainly  France,  Germany, 
and  the  United  Kingdom)  collectively  exported  $20  billion  worth  of  such 
equipment  in  1990--about  10  percent  of  the  industry's  total  production. 

And  the  term  "environmental   industries"  properly  extends  well  beyond  the 
narrowly-defined  realm  of  pollution  control.     For  instance,  renewable  energy 
Industries  are  Increasingly  aiming  at  international  markets-     In  one 
particularly  good  year,  for  instance,  wind  turbine  manufacturers  exported  over 
550  megawatts  worth  of  equipment,   equivalent  to  about  one-half  the  generating 
capacity  of  a  typical   large  nuclear  power  plant,  and  valued  at  $720  million. 
In  1992,  $200  minion  worth  of  photovoltaic  solar  cells--more  than  half  of  the 
world's  total  product ion --were  exportad  by  their  manufacturers.     Other 
products  that  could  be  disseminated  around  the  world  include  water-efficient 
industrial  technologies  and  household  appliances,  as  well  as  a  vast  array  of 
energy-  and  materials-efficient  processes. 

Besides  spreading  advanced  technologies,   international  trade  puts 
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pressure  on  companies  to  Mtch  the  tnvlror— ntal  Innovations  of  their  foreign 
competitors,  as  in  tho  U.S.  motor  vthlclo  Industry's  rosponso  to  Japan's 
advances  1n  fttol  efficiency.    Other  examples  Includa  the  early  succoss  of 
Swedish  Industrlas  In  developing  low-flow  toilets,  which  hava  now  baan 
replicated  around  the  world,  and  a  U.S.  load  In  soas  air  pollution  control 
technologies  that  has  now  baan  ovartakan  by  tha  Japanese  and  tha  fiarraans. 

Profassor  Michael  Portar  of  Harvard  Business  School  points  out  1n  his 
book,  Ttlt  CnmfW*  *riv»nt»o>  of  Nitiant.  that  countrias  that  gat  ahaad  of 
tha  curve  1n  tarns  of  anvlronsjantal  raguUtlons  and  tschnologlas  will  often 
gain  a  competitive  advantaga  1n  international  Markets,  rather  than  tha 
disadvantage  that  1s  sometimes  forecast  by  1ndostr1as  opposing  now  laws.     It 
is  thus  critical  that  tha  econoerlc  and  technology  strategl as  of  tha  Clinton 
Adw1n1 strati on  Includa  a  strong  envlroraeantal  component  1n  order  to  help  U.S. 
companies  fare  better  1n  global  markets.    Fortunately,  Vict  President  Sore  has 
long  been  a  proponent  of  this  view. 

One  good  example  of  the  kind  of  approach  that  1s  needed  1s  Sematech,  a 
government- Industry  semiconductor  consortium,  that  1s  often  cited  as  an 
example  of  a  successful  public-private  partnership  for  technology  development. 
Lass  widely  known  1s  tha  fact  that  fully  10  percent  of  the  federal 
contribution  to  Sematech,  $10  million,  1s  earmarked  for  the  development  of 
clean  computer-chip  production  technology. 

Though  the  growth  of  foreign  Investment  brings  with  1t  environmental 
dangers,  such  as  the  possible  creation  of  pollution  havens  like  the 
"maqull adoras"  zone  along  the  U.S. -Mexico  border  area,  it  also  brings 
potential  gains.    For  example,  General  Electric  recently  entered  Into  a  Joint 
venture  with  the  Tungstrum  Corporation  to  produce  energy-efficient  compact 
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fluorescent  Tight  bulbs  in  Hungary.  A  World  Bank  study  compared  the  rates  at 
which  60  different  countries  Mere  adopting  a  cleaner  process  for  making  pulp 
for  paper,  and  concluded  that  the  new  technology  Bade  Its  way  to  countries 
opan  to  foreign  investment  and  trade  far  more  rapidly  than  to  those  closed  to 
it.  As  restrictions  on  investment  are  freed  under  trade  agreements,  including 
the  North  American  Free  Trade  Agreement  (NAFTA)  and  the  Uruguay  Round  of  GATT 
(General  Agreement  on  Tariffs  and  Trade),  it  is  critical  that  incentives  are 
created  to  encourage  environmentally-friendly  types  of  investment.  For 
Instance,  under  NAFTA,  Independent  power  producers.  Including  those  using 
renewable  energy  sources  and  natural  gas,  will  have  greater  access  to  the 
Mexican  market. 

Trade  in  services  is  another  growing  area  of  world  trade,  and  one  that  is 
for  the  first  time  being  brought  under  the  umbrella  of  trade  agreements. 
Here,  too,  environmental  advantages  will  be  gained  by  opening  the  way  for 
environmental  services  such  as  environmental  consulting  firms  and  energy 
service  companies.  There  are  provisions  1n  both  the  NAFTA  and  the  latest 
draft  of  the  Uruguay  Round  of  GATT  that  open  markets  for  environmental 
services. 

A  mechanism  to  support  the  transfer  of  environmental  technologies  would 
be  a  useful  element  in  the  side  agreement  on  the  environment  that  will 
supplement  the  NAFTA.  The  Mexican  government  sorely  needs  technical 
assistance  In  environmental  technologies.  Senator  Baucus,  for  one,  has 
suggested  that  the  proposed  North  American  Environmental  Commission  Include  a 
consulting  arm  that  could  serve  this  function.  This  1s  something  the  Mexicans 
would  welcome,  and  need,  if  they  are  to  meet  the  stepped  up  environmental 
obligations  that  will  no  doubt  be  required  of  them  through  the  side  agreement. 
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Under  the  U.S. -Mexican  environmental  plan  for  the  border  art*, 
commitments  were  made  by  the  Mexican  and  U.S.  governments  to  spend  $839 
■1111 on  over  four  years  on  sewage  treatment  and  other  environmental 
Investments.  None  of  the  U.S.  contribution  has  yet  been  appropriated, 
however.  Meanwhile,  estimates  of  the  amount  of  funding  that  Is  really  needed 
to  address  the  sbv9T9  environmental  problems  along  the  border  are  far  higher, 
in  the  range  of  S5-10  billion.  As  Congress  considers  the  NAFTA,  the  question 
of  how  to  raise  these  funds  will  come  under  the  political  spotlight  and 
hopefully  be  addressed.  This  could  offer  sizable  opportunities  for  U.S. 
environmental  Industries. 

From  the  heads  of  Chambers  of  Commerce  to  the  heads  of  environmental 
groups,  1t  is  now  commonly  heard  that  environment  will  be  the  trade  Issue  of 
the  nineties,  and  that  trade  will  be  one  of  the  preeminent  environmental 
Issues  of  the  decade.  Though  a  failure  to  consider  the  environmental  Impacts 
of  trade  could  have  dire  consequences,  Integrating  environmental 
considerations  Into  Its  fabric  would  yield  sizable  environmental  returns. 
Trade  must  become  a  vehicle  for  promoting  products  and  technologies  that  will 
help  ensure  ecological  health,  not  those  that  undermine  the  prospects  for  an 
environmentally  sustainable  future. 
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TESTIMONY  OF  DWIGHT  SAKGREY,  PRESIDENT  OF  THE 
OREGON  GRADUATE  INSTITUTE  OF  SCIENCE  &  TECHNOLOGY 

BEFORE  THE 

SUBCOMMITTEE  ON  ENVIRONMENT  AMD  NATURAL  RESOURCES  OF  THE 

COMMITTEE  ON  MERCHANT  MARINE  CI  FISHERIES 

CONCERNING  ENVIRONMENTAL  TECHNOLOGY 
IN  WASHINGTON,  D.C.  ON  FEBRUARY  25,  1993 

My  nan*  is  Dr.  Norman  R.  Eder,  Vice  President  of  Public 
Affairs  at  the  Oregon  Graduate  Institute  of  Science  &  Technology  in 
Portland,  Oregon.  I  an  here  on  behalf  of  our  President,  Dr.  Dwight 
Sangrey,  who  due  to  scheduling  conflicts  could  not  cone  to 
Washington  to  be  with  you  today.  I  would  also  like  to  introduce 
to  you  another  Oregonian,  Gene  Davis,  who  is  a  member  of  the  Board 
of  Directors  of  the  Oregon  Environmental  Technology  Association,  a 
trade  association  of  over  100  companies. 

over  the  past  three  decades  the  United  States  has  become  the 
world's  leader  in  the  development  or  environmental  technology. 
This  leadership  is,  of  course,  an  expression  of  our  technical 
competence  in  a  large  number  of  engineering  and  scientific 
disciplines  and  of  the  education  offered  by  our  research 
universities.  However,  at  the  same  time  we  should  be  fully  aware 
that  we  owe  our  position  largely  to  the  actions  of  loeal,  state  and 
federal  governments.  Driven  by  public  pressure  to  assure  a  clean 
and  safe  environment,  government  in  the  United  States  has  rssponded 
to  the  challenge  by  creating  a  regulatory  environment  that  has 
demanded  and  pushed  technological  innovation. 

It  is  one  of  the  ironies  of  environmental  regulation,  which 
has  often  been  criticized,  that  it  now  presents  the  United  States 
with  an  opportunity  to  dominate  a  remarkable  worldwide  economic 
market  for  products,  services  and  information.  This  exists 
precisely  because  the  United  States  has  dealt  seriously  for  decades 
with  evaluating  and  maintaining  a  high  level  or  environmental 
quality.  As  a  result,  we  have  achievsd  unique  capabilities  in 
technology  and  human  resources.  These  capabilities  represent  a 
great  comparative  advantage  in  expanding  the  international 
environmental  business.  We  must  capitalize  on  this  advantage  and 
begin  to  act  now  to  make  environmental  technologies,  the  ability 
to  use  them,  and  related  services  one  of  our  chief  export 
businesses  of  the  21st  century. 

The  state  of  Oregon  is  a  good  example  of  how  this  procsss  has 
worked  to  to  produce  economic  gains.  As  you  are  aware,  Oregon  has 
been  a  leader  since  the  early  1970s  in  developing  environmental 
laws.  From  the  first  bottle  bill  and  land  use  laws  to  the 
establishment  of  air  and  water  guality  Standards  that  have 
consistently  exceeded  national  expectations,  the  people  of  the 
state  have  taken  great  pride  in  protecting  their  natural 
environment.  Although  unintended,  this  emphasis  on  cnvironmetal 
quality  has  produced  a  strong  and  vibrant  technology  base  that  has 
produced  one  of  the  state's  most  successful  industrial  sectors. 
Members  of  the  Oregon  Environmental  Technology  Association  are 
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creating  an  industrial  sector  that  has  already  grown  to  2.8%  of  the 
gross  s-tate  product.  This  is  higher  than  either  Washington  State 
and  California  and  exceeds  the  national  average  which  is  estimated 
to  be  only  2. It. 

Oregon's  environmental  climate  alone  is  only  part  of  this 
story  of  industrial  development.  Much  of  the  research  and  testing 
and  training  to  use  new  technology  has  -  been  shouldered  by  the 
state's  research  universties.  I  am  proud  to  say  that  my  own 
Institution,  Oregon  Graduate  Institute,  has  played  a  major  role  in 
these  arenas  and  from  its  founding  has  been  a  bridge  between 
environmental  demands  and  industry.  Today,  OGI  is  one  of  the 
landing  providers  of  environmental  knowledge  and  technology  end  it 
is  serving  both  regional  and  national  constituencies. 

Public  pressure  for  a  clean  environment  ie  e  worldwide 
phenomenon.  From  developed  European  countries  to  the  developing 
countries  of  Africa,  the  Americas  and  the  Pacific  Rim, 
international  and  domestic  green  political  movements  are  driving 
governments  to  address  the  needs  of  environmental  clean-up.  Firms 
with  knowledge,  technology  and  th«  ability  to  apply  technology  will 
find  a  huge  world  market  for  their  services  and  products.  Here  is 
just  a  short  list  of  the  kinds  of  services  and  products  that  will 
be  needed: 


solid  Maata  Management  Raaardous  Haste  Management 
Toxic  Materials  Handling/Disposal   water  Treatment  Facilities 

Environmental  Consulting  Recycling/Resourcs  Rscovery 

Air  pollution  Control  Basrgy  Conservation  Equipment 

H«vy  Equipment  Manufacturing  Snvironmental  tew 

Transportation /urbanPlanning  Coastal/Ocsan  Manegssent 

Education  and  Training  Analytical  Services 

It  has  been  estimated  by  the  Environmental  Business  Council 
that  the  world  market  for  these  and  many  other  services  is 
currently  $370  billion  and  growing  at  a  rate  of  13%  each  year. 
Although  the  United  States  is  clearly  the  world  leader  at  the 
moment,  our  competitors  in  Asia  and  Europe  have  recognized  the 
market  potential  for  environmental  technology  and  information.  I 
commend  this  committee  for  taking  on  the  challenge  of  maintaining 
US  leadership  in  this  arena. 

our  capacity  to  compete  in  the  growing  environmental 
technology  marketplace  will  be  determined  by  our  ability  to 
continue  to  develop  a  broad  spectrum  of  new  and  appropriate 
technologies  and  the  people  who  know  how  to  use  them  creatively  and 
to  bring  them  to  the  global  market.  An  underlying  key  to  this  will 
be  our  ability  to  create  a  well-trained  work  force  and  establish 
test  bode  to  develop  end  refine  the  latest  in  technological 
innovation. 

X  believe  the  two  are  cloaely  related  and  that  the 
establishment  of  a  union  between  businesses,  government  and 
universities  can  be  used  as  a  successful  model  for  maintaining  and 
expanding  U.S.   environmental  technology  leadership. 
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I  urge  the  Committee  to  consider  the  establishment  of  regional 
environmental  technology  research  and  development  centers  similar 
to  those  proposed  in  HR  5895.  I  would  emphasise  two  key  points. 
First,  it  is  vital  that  there  be  more  than  one  center  and  they  have 
roots  in  rogional  diversity  and  needs.  There  should  be  at  least 
five  oenters,  New  England  and  the  Mid-Atlantic,  Great  Lakes  and 
Midwestern,  Southern  and  Gulf  Coast,  South  Western  and  Pacific 
Northwest.  at  the  same  tine,  these  proposed  centers  should  be 
connected  through  a  common  information  and  data  system  and  be 
capable  of  cross  center  referral  and  cooperation.  Similary, 
although  they  may  be  managed  by  independent  entitices,  they  should 
be  asked  to  develop  strong  ties  to  national  laboratories  and  the 
universities  community. 

I  am  encouraged  to  hear  that  during  this  session  the 
subcommittee  may  propose  that  the  oenters  be  plaoed  under  the 
direction  of  an  Under  Secretary  of  commerce  for  Environmental 
Technology  Business.  The  proposed  centers  can  meet  a  variety  of 
critical  needs.  They  will  build  a  foundation  for  interaction 
between  university  and  corporate  applied  research  and  product 
development,  upon  this,  the  centers  should  provide  a  wide  array  of 
research,  development,  training  and  marketing  services  to  large  and 
small  businesses  seeking  to  participate  in  the  coming  global 
environmental  technology  marketplace.  In  addition,  foreign  firms 
should  be  asked  to  come  to  the  US  to  participate  as  well.  And  in 
the  end,  US  environmental  technology  and  services,  from  hardare  to 
software,  from  training  and  education  to  on-site  remediation,  will 
be  purchased  and  used  by  offshore  firms  and  governments  when  they 
return  home  to  address  their  own  environmental  problems. 

Let  me  be  clear,  though.  I  am  not  advocating  another  set  of 
university  research  centers:  serving  primarily  academic  needs.  The 
vision  is  bigger.  Instead  these  centers  should  emphaize  hands  on 
activity:  from  applied  real  world  research  to  field  training  and 
education.  All  are  commodities  with  significant  economic  value 
around  the  world  now  and  far  into  the  future. 

At  their  most  basic,  the  centers  and  their  staffs  will  provide 
information  about  available  technologies  and  techniques.  They  will 
eerve  aa  an  integral  link  between  the  market  and  the  research 
community.  In  this  capacity  the  centers  and  their  staffs  will 
promote  and  identify  business  opportunities  and  serve  as  a  focal 
point  and  clearinghouse  for  federal,  state  and  local  environmental 
technology  resources. 

This  brokering  role,  however,  will  only  be  the  front  door  of 
the  proposed  centers.  T  also  see  them  as  home  to  joint  technology 
development  and  teeting  programs  This  mission,  joined  to  a 
certification  capability,  is  very  important.  Because  of  the 
pressing  nature  of  problems  and  the  enormous  expense  in  dealing 
with  them,  international  success  in  the  environmental  marketplace 
will  depend  upon  the  ability  to  deploy  technology  that  is  both 
appropriate  to  need  and  circumstance  and  that  works  as  advertised. 
This  means  that  the  centers  will  need  adequate  funding  to  conduct 
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ongoing  reeearah  and  to  evaluate  new  technologies  and  techniques 
for  prevention,  measurement  and  remediation  of  environmental 
hazards.  In  talcing  on  this  mission,  the  centers  will  become 
essential  players  in  equipping  U.S.  firms  to  compete  abroad  by 
adding  real  value  to  their   efforts. 

Equally  as  important  to  research  and  teeting  will  be  the 
centers'  ability  to  perform  training  and  education.  In  this 
capacity,  canters  can  combine  the  talents  of  university  and 
industry  scientists  to  offer  specialized  training  programs  to 
workers  and  entrepreneurs.  At  the  same  time,  training  and 
odueetion  will  become  a  critical  tool  in  overseas  marketing. 
On-aite  education  eeminars  of  all  kinds  can  be  used  to  show  off  the 
talents  and  technological  capabilities  of  American  firms  to 
visiting  foreign  corporate  and  government  officials. 

Why  am  I  so  confident  that  this  model  can  and  will  work?  Five 
years  ago  Oregon's  science  Council  identified  environmental 
technology  and  eervices  as  a  key  growth  industry  of  the  future.  In 
the  end  the  state  failsd  to  fully  act  upon  this  recommendation  but 
ogt  took  up  the  challenge  on  its  own  and  if  our  small  success  to 
date  is  an  indication,  we  have  only  scratched  the  surface  of  what 
ie  poesible. 

Universities  across  the  United  States  are  producing  high 
quality  environmental  research,  and  aome  are  exploring 
technologies  with  commercial  applications.  However,  we  at  Oregon 
Graduate  institute  of  Science  &  Technology  set  out  to  become  a 
regional  generator  of  applied  science,  engineering  and  technology 
because  we  recognized  the  booming  opportunities  for  ourselves  in 
the  environmental  marketplace.  I  would  like  to  give  you  some 
examples  from  our  own  experience  that  now  serve  as  the  basis  for 
our  own  growing  global  environmental  interests. 

We  are  currently  using  a  large-scale  outdoor  test  facility  on 
our  campus  to  conduct  research  and  to  develop  methodologies 
designed  to  improve  our  ability  to  remediate  underground  chemical 
spills.  Funded  by  a  consortium  of  US  and  international  industries 
end  the  EPA,  we  have  accumulated  new  knowledge  about  how  toxic 
materials  behave  in  the  underground  environment  and  developed  new 
ways  to  use  high  tech  instruments  to  characterize  problems. 

Over  the  past  three  years  we  have  established  a  network  of 
field  sites  throughout  Northwest  Oregon.  Combined,  these  sites 
represent  some  of  the  most  pressing  environmental  problems  faced 
by  every  urban  and  rural  area  nationally:  urban  effluents, 
agricultural  run  off,  soil  contamination,  degraded  wetlands,  animal 
habitats  and  site  restoration.  As  part  of  this  program  we  are 
working  with  local  and  state  agencies  and  several  private  companies 
to  develop  site  specific  remediation  strategies  and  to  teat  new 
advanced  analytical  techniques.  At  one  site,  Portland's  closed 
urban  landfill,  our  faculty  are  working  with  the  regional 
government  to  create  new  models  of  long-term  monitoring  and 
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management.  Other  faculty  are  developing  nev  computer  modeling 
tools  for  better  management  of  the  Columbia  River  for  both 
preservation  of  endangered  species  and  improved  resource  allocation 
for  irrigation  and  power  generation. 

Our  Materials  Science  and  Engineering  Departments  are 
currently  working  with  IS  primary  producers  of  metals  and  metal - 
based  products,  aluminium  to  titainiua,  to  design  highly  energy 
efficient,  conservation-minded  manufacturing  technologies  to  reduce 
waste  and  preserve  natural  resources.  In  doing  this  we  have 
achieved  important  improvements  in  product  quality  and  at  the  same 
time  met  environmental  goals.  In  the  same  department  we  have 
faculty  who  have  developed,  with  Navy  support,  a  unique  welding 
system  that  improves  productivity,  cuts  costs  and  dramatically 
increases  the  quality  of  ship  construction  and  repair.  Recently, 
we  began  to  develop  a  epin-off  technology  for  use  in  the 
construction  of  double-hull  tankers  to  address  a  need  graphically 
illustrated  every  time  an  oil  tanker  goes  astray. 

Finally,  we  have  had  some  initial  success  in  reaching  an 
overeeae  education  and  training  market.  OGI  has  developed  an 
arrangement  with  a  foreign  utility  to  provide  their  employees  with 
technical  training  in  environmental  testing  and  management.  Over 
the  next  year  we  intond  to  work  towards  similar  agreements  with 
other  foreign  companies.  The  result  will  be  not  only  income  from 
the  sale  of  educational  services  but  even  greater  opportunities  for 
other  services  funded  by  offshore  companies.  This  certainly  meete 
my  test  of  an  export  industry. 

In  each  of  these  examples,  and  others  I  could  cite,  OGI  is 
developing  technology  and  products  that  are  in  great  demand  not 
only  in  our  own  country  but  overseas.  We  have  done  SO  with  the 
involvement  of  regulators  and  business  interests  as  well  as  federal 
funding  sources.  We  have  done  much  on  our  own  and  we  certainly 
expect  to  do  more  in  the  future.  However,  when  combined,  these  and 
other  applied  research  and  development  activities  going  on 
elsewhere  in  the  Pacific  Northwest,  provide  an  insight  into  what  a 
regional  environmental  technology  center  could  accomplish. 

I  have  advocated,  in  the  brief  time  before  you  today,  a  bold 
course  of  action.  All  too  often  we  have  allowed  markets  to  get 
away  from  us  when  we  held  an  early  technological  lead.  We  have  an 
opportunity  today  to  capture  a  major  new  export  market;  one  with 
the  potential  to  be  the  largest  growth  industry  in  the  next 
century.  At  the  same  time,  it  is  a  market  that  will  be  wide  open 
to  big  and  small  firms;  from  the  huge  international  construction 
firms  to  the  one-person  consulting  shop.  The  dividing  line  between 
success  and  failure  will  be  possessing  technology  and  the  ability 
to  apply  it  in  the  field  and  on  a  global  scale. 

Too  often  in  the  recent  paet  the  United  Statee  has  allowed 
itself  to  drift  unthinking  on  the  international  economic  stage.  I 
have  always  thought  that  when  faced  by  a  challenge  people  and 
governments  should  think  for  a  moment  and  then  do  things  an 
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We  must  act  with  *  clear  goals  and  ambitions. 
Environmental  technology  and  the  role  it  will  play  in  the  global 
marketplace  presents  us  with  an  opportunity  to  set  meaningful  goals 
that   can   be   fulfilled   by   doing   something   on   purposs. 
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Air  a  nut*  mniBMiiir  Association 

■ft— ■  for  the  Record 
on  the 
•reposal  for  •  National  ■nviroisaantil  Technology  and  Bus 
competitiveness  Act  of  1993 


Ovarview 

The  Air  &  Waste  Management  Association  (A&WMA)  appreciates  this 
opportunity  to  discuss  our  members'  perspective  on  the  proposed 
Act.  Incorporated  in  1907  as  a  nonprofit  technical  and  educational 
association,  the  A&WMA  offers  the  perspective  of  14,000 
environmental  professionals  from  over  50  countries  worldwide,  the 
majority  of  the  members  from  the  United  States.  These 
professionals  represent  all  phases  of  the  profession,  including  the 
environmental  products  and  services  which  stand  to  benefit  the  most 
from  a  growing  global  market. 

The  A&wma  supports  the  development  of  an  open  international  market 
of  envirotech  industries  as  the  only  way  to  aggressively  pursue  the 
elimination  of  pollution  in  the  most  cost-effective  manner.  U.S. 
environmental  technologies  are  competitive  with  any  in  the  world, 
and  promotion  by  the  U.S.  government  will  hasten  their  penetration 
of  the  market  whenever  appropriate. 

The  A&WMA  applauds  the  efforts  of  this  committee  to  provide  for  the 
development  of  a  comprehensive,  national  policy  and  program  to 
promote  the  U.S.  envirotech  industry.  It  is  needed  both  from  a 
trade  development  perspective  and,  as  mentioned  above,  to  eliminate 
pollution  through  technology  transfer  and  development.  Of  special 
importance  is  the  Committee's  consideration  of  how  best  to  provide 
for  a  coordinated  approach  to  this  effort. 

Ob— Bta 

The  A&WMA  agrees  that  any  country  wishing  to  promote  their  products 
should  have  a  focal  point  for  that  effort.  If  the  U.S.  effort 
falls  short  of  the  effort  of  other  countries,  the  A&WMA  suggests 
that  it  is  less  a  result  of  any  lack  of  government  effort  and  more 
a  result  of  the  fragmentation  of  that  effort.  The  mission  of  a 
cleaner  environment  and  open  trade  is  too  important,  and  resources 
too  scarce,  to  allow  the  current  fragmented  system  to  continue. 
Among  the  agencies  in  which  responsibility  for  promoting 
environmental  exports  reside  include  the  Departments  of  Commerce, 
Defense,  and  Energy,  and  the  Agency  for  International  Development 
(AID.) 
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There  appears  to  be  little  coordination  among  these  programs  and 
the  apparent  duplication  of  efforts  is  especially  disheartening 
given  the  other  urgent  core  responsibilities  of  some  of  these 
agencies.  Even  the  U.S.  EPA,  with  its  backlog  of  regulatory  issues, 
has  begun  devoting  resources  to  the  promotion  of  environmental 
technology  exports. 

Our  core  message  to  the  committee  is  that  the  fragmentation  must  be 
addressed  and  that  professional  and  trade  associations  such  as  the 
A&WMA  are  underutilized  resources  under  current  policy  and 
structure. 


Thus,  the  A&WMA  regards  the  creation  of  a  new  office  within 
Commerce  at  the  Under  Secretary  level  as  an  unnecessary  duplication 
of  existing  offices.  It's  creation  would  be  one  of  a  number  of 
new  programs  which  would  further  fragment  federal  efforts  without 
apparent  compensating  benefits. 

For  example,  The  A&WMA  has  seen  the  creation  of  a  new  program 
recently,  the  U.S.-  Asian  Environmental  Partnership  (US-AEP) ,  which 
has  not  made  use  of  existing  mechanisms.  The  result  is  that  US-AEP 
has  built  a  formidable  arm  of  bureaucracy  without  delivering  a 
single  significant  opportunity. 

The  A&WMA  believes  that  the  Department  of  Commerce's  International 
Trade  Administration  can  provide  the  necessary  support  for 
environmental  exports  given  sufficient  emphasis  and  finances  for 
increased  staff,  and  the  role  of  coordinating  the  efforts  of  other 
effective  agencies,  notably  Commerce's  Foreign  Commercial  Service 
and  the  U.S.  Trade  and  Development  Agency.  It  may  be  that  ITA's 
place  within  Commerce  needs  to  be  elevated  and  that  it  be  given  the 
central  role  to  coordinate  across  agency  jurisdiction.  Even  if  it 
is  decided  that  a  new  department  should  be  created,  it  should  only 
be  accomplished  in  the  context  of  eliminating  or  rationalizing  the 
current  duplication  of  efforts  and  waste  of  resources. 

Another  result  of  this  fragmentation  has  been  an  insufficient 
recognition  and  utilization  of  existing  environmental  trade  and 
professional  associations  such  as  A&WMA  which  are  successfully 
working  towards  many  of  the  same  goals  as  stated  in  the  proposed 
Act.  The  A&WMA  and  other  environmental  organizations  currently 
provide  the  services  listed  under  the  proposed  private,  nonprofit 
International  Environmental  Business  and  Technology  Institute 
through  the  efforts  and  financial  support  of  their  members  and 
through  grants  from  U.S.  agencies.   The  creation,  with  federal — 
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funds,  of  a  new  institute  fails  to  utilize  existing  expertise  and 
imposes  an  undue  burden  of  government-supported  competition  to 
programs  which  have  long  served  the  environmental  industry. 

The  A&WMA,  for  example,  has  long  been  recognized  for  the  Quality  of 
its  technology  transfer  programs,  including  technical  conferences, 
workshops,  training  courses  and,  recently,  satellite  seminars 
developed  to  bring  training  to  more  people  at  a  lower  per  person 
cost. 

The  A&WMA  is  especially  sensitive  to  this  issue  as  a  result  of  a 
recent  action  by  the  U.S.  Environmental  Protection  Agency.  EPA 
created  and  is  promoting  a  new  private,  nonprofit  environmental 
training  organization.  Government -supported  creation  of  a  new 
organization  was  not  necessary.  Even  the  independent  report  upon 
which  the  new  nonprofit  was  justified  clearly  identified  that 
organizations  exist  with  proven  expertise  in  environmental 
training,  and  recommended  that  these  organizations  be  used  to 
provided  training  to  foreign  nationals.  The  A&WMA  and  other 
associations  now  finds  themselves  in  direct  competition  with  the 
weight  of  a  government  agency  which  is  actively  promoting  its  own 
creation.  The  A&WMA  believes  that  creating  a  new  organization  (the 
International  Environmental  Business  and  Technology  Institute) 
rather  than  accessing  the  existing  ones  should  not  be  repeated. 

For  a  fraction  of  the  $5  -  10  million  dollars  per  year  proposed  in 
the  Act,  the  A&WMA  and  other  environmental  organizations  could 
provide  the  highest  quality  programs  through  their  membership, 
representing  all  range  of  environmental  businesses,  educational 
institutions,  and  professionals.  The  A&WMA  believes  this  approach, 
utilizing  existing  private,  nonprofit  environmental  organizations 
offers  the  greatest  benefit  to  the  U.S.  taxpayer  and  the  U.S. 
environmental  industry. 

Recommendations 

As  the  National  Environmental  Technology  and  Business 
Competitiveness  Act  of  1993  moves  to  another  round  of  drafts,  the 
A&WMA  proposes  that: 

•  the  focal  point  for  the  U.S.  initiatives  reside  in  an  existing 
office,  and  that  office  be  provided  with  the  authority  and 
support  necessary  to  accomplish  its  mission. 
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•  the  other  existing  federal  mechanisms  be  available  to  the  lead 
office  to  assist  in  the  accomplishment  of  its  mission,  e.g., 
use  the  Foreign  Commercial  Service  rather  than  create  new 
American  Business  Centers. 

•  existing  environmental  professional  and  trade  organizations 
such  as  the  A&WMA  be  provided  with  the  support  necessary  to 
work  with  the  government  lead  agency  to  perform  the  studies 
necessary  to  identify  the  environmental  needs  of  target 
countries,  sponsor  training  and  education  programs  for  foreign 
nationals,  and  develop  linkages  among  the  environmental 
organizations,  Chambers  of  Commerce,  state  development 
agencies,  World  Trade  Centers,  Department  of  Commerce  regional 
offices,  and  international  agencies  such  as  the  World  Bank, 
which  can  more  effectively  reach  the  environmental  industry. 

•  as  part  of  the  policy  review,  a  study  should  be  done 
recommending  how  best  to  rationalize  and  /or  coordinate 
existing  programs  including  quantifying  the  expenditure  which 
could  be  saved. 

Finally,  the  A&WMA  offers  the  expertise  of  its  members  to  the 
subcommittee  as  a  resource  to  provide  insight  from  the 
environmental  profession  during  the  course  of  drafting  this 
important  piece  of  legislation.  Attached  is  additional  background 
information  about  the  A&WMA  and  its  programs. 
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TESTIMONY  OF 

ELEANOR  MULLONEY  LECAIN 

43  SAMOSET  STREET 

BOSTON,  MASSACHUSETTS   02124 

(617)  436-4875 

FOR  THE 

U.S.  HOUSE  COMMITTEE  ON  MERCHANT  MARINE  AND  FISHERIES 

SUBCOMMITTEE  ON  ENVIRONMENT  AND  NATURAL  RESOURCES 

ON 

BUSINESS  OPPORTUNITIES 
IN  ENVIRONMENTAL  TECHNOLOGY  AND  TRADE 

FEBRUARY  25,  1993 

Thank  you,  Congressman  Studds,  for  your  invitation  to 
testify  on  your  proposed  legislation  regarding  promotion  of 
exports  by  U.S.  environmental  businesses.   I  commend  your 
leadership  in  this  important  field. 

Americans  need  more  jobs,  the  economy  needs  revitalization, 
and  the  environment  needs  healing.   A  way  to  address  all  three 
problems  successfully  is  through  the  environmental  industry. 

The  environmental  sector  could  create  millions  of  new  jobs 
in  the  next  decade.   Future  jobs  include  environmental  auditors, 
green  designers  of  products  and  processes,  and  environmental 
plant  managers. 

Moreover,  the  environmental  sector  could  be  key  in  shifting 
the  U.S.  from  a  military  to  a  civilian  economy.   Many 
environmental  jobs  overlap  well  with  the  skills  of  people 
dependent  on  defense  for  jobs.   Additionally,  defense  has  been  a 
major  priority  which  absorbed  a  huge  amount  of  money  and  people: 
environmental  clean  up  is  needed  on  the  scale  that  could  use 
those  resources  productively. 

Others  here  will  speak  about  the  enormous  size  of  the  world 
environmental  markets,  and  the  rapid  growth  expected  this  decade. 
The  environmental  industry,  while  still  relatively  new,  is 
already  worth  over  $200  billion  a  year,  and  is  guickly  becoming 
one  of  the  largest  industries  in  the  world. 

The  current  size  of  the  environmental  industry  is 
impressive,  and  the  possibilities  for  growth  worldwide  are 
fantastic.   However,  we  should  be  careful  in  assessing  industry 
strength,  present  and  projected.   We  should  not  confuse 
possibilities  with  certainties. 

While  some  sectors  of  the  environmental  industry  have  done 
well  in  the  past  several  years,  many  have  not.   As  you  can  see 
from  the  industry  overview  by  the  Environmental  Business  Journal 
(e.g.  April,  1992),  the  past  several  years  have  been  difficult 
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for  most  environmental  companies.   This  analysis  is  corroborated 
by  the  end  of  the  year  stock  review  by  the  New  York  Times  in 
December,  1992  which  indicated  that  most  environmental  stocks 
went  down . 

Some  of  this  decline  is  due  to  temporary  conditions  such  as 
the  general  recession,  lax  enforcement  of  environmental 
regulations,  and  lack  of  capital. 

A  more  disturbing  factor  that  holds  back  US  environmental 
business  is  the  fact  that  other  places,  particularly  European 
countries  and  Japan,  more  aggressively  develop  environmental 
technology  and  seek  international  markets.   Although  the  United 
States  in  many  ways  created  the  environmental  business  field,  we 
are  losing  ground  in  world  markets. 

Additionally,  U.S.  companies  are  beginning  to  lose  part  of 
our  own  domestic  market  to  foreign  competitors.   For  example, 
the  U.S.  imports  fully  26%  of  our  air  pollution  control 
equipment,  largely  from  Japanese  and  East  Asian  firms,  reported 
the  Organization  of  Economic  Co-operation  and  Development  in 
1992.   That  same  report  shows  that  European  firms  are  making 
inroads  to  the  U.S.  market  in  waste  treatment  and  collection 
systems. 

There  is  another  concern  that  all  of  us  who  want  to  promote 
environmental  businesses  must  address  -  economic  globalization. 
As  I  have  indicated,  the  globalization  of  the  economy  offers 
promise.  The  need  for  environmental  services  and  goods  to  bring 
the  former  East  Germany  up  to  the  environmental  standard  of  West 
Germany,  for  example,  would  cost  billions  of  dollars  in  the  next 
decade,  creating  markets  for  environmental  business. 

However,  globalization  can  have  a  dramatically  different 
effect.   Rather  than  raising  environmental  standards,  it  could 
lower  them.   Instead  of  raising  Berlin  to  the  level  of  Bonn,  one 
possibility  of  globalization  could  be  to  reduce  both  to  the 
ecological  level  of  Bombay  or  Mexico  City.   This  is  a  possibility 
of  the  North  American  Free  Trade  Agreement  (NAFTA)  and  the 
ongoing  negotiations  around  the  General  Agreement  on  Trade  and 
Tariffs  (GATT). 

Although  the  need  would  remain  as  high  for  environmental 
restoration  and  pollution  prevention,  GATT  could  undermine  local 
and  national  environmental  regulations  which  have  proven  to  be 
the  main  stimulus  to  environmental  business.   GATT  could  take  the 
wind  out  of  the  sails  of  the  world  environmental  markets  just  as 
they  are  about  to  take  off. 

President  Clinton  is  surely  right  when  he  says  that  we  must 
compete  in,  not  retreat  from,  the  world  economy.   But 
environmental  business  advocates  must  join  with  trade  unionists, 
environmentalists  and  human  rights  champions  in  insisting  that 
the  globalization  of  the  economy  will  proceed  by  raising  living 
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standards,  including  the  quality  of  water  and  air,  not  by 
lowering  them. 

If  we  are  to  help  environmental  business  grow,  we  must  pay 
attention  to  several  factors  including: 

*  the  regulatory  climate  for  environmental  protection  (and 
remember  that  this  sector  thrives  on  strong  regulation); 

*  the  overall  health  of  the  economy; 

*  the  industrial  strategies  to  promote  environmental 
business  adopted  by  our  major  competitors; 

*  conversion  of  military  spending,  human  capital  and 
technology  to  environmental  uses;  and 

*  the  ongoing  debate  on  trade  and  the  globalization  of  the 
economy . 

International  markets  could  spur  enormous  growth  for  U.S. 
environmental  businesses  if  there  is  an  intelligent  and 
coordinated  approach  to  the  growing  world  demand  for 
environmental  goods  and  services.   I  will  suggest  two  approaches 
to  fashioning  that  intelligent  and  coordinated  approach. 

1)   FORM  AN  "ADHOCRACY"  TO  COORDINATE  FEDERAL  ACTIVITY  ON 
ENVIRONMENTAL  BUSINESS. 

The  success  of  our  competitors  is  in  part  due  to  their  more 
developed  cooperation  between  business  and  government.   MITI  in 
Japan,  for  example,  has  established  a  new  research  and 
development  center  called  the  Research  Institute  of  Innovative 
Technology  for  the  Earth  (RITE)  to  coordinate  research  on 
environmentally  related  industrial  and  energy  technologies. 
England  has  launched  the  Environmental  Technology  Innovation 
Scheme  (ETIS)  to  promote  environmental  technology  through 
encouraging  innovation,  improving  environmental  standards,  and 
helping  their  industry  be  more  competitive.   Three  years  ago, 
Canada  launched  an  Environmental  Industries  Sector  Initiative  to 
develop  a  strategy  for  environmental  business. 

Without  more  focused  and  coordinated  action  by  the  U.S. 
federal  government,  we  will  experience  a  declining  share  of  the 
world  markets  in  a  field  that  we  largely  created.   With  that 
action,  we  could  strengthen  our  leadership  in  this  field,  create 
millions  of  jobs,  and  generate  billions  in  profits. 

We  need  a  vehicle  to  coordinate  federal  agencies,  so  that 
environmental  companies  can  find  less  red  tape  and  more  red 
carpets. 

"Adhocracy"  is  a  term  used  by  Robert  H.  Waterman,  coauthor 
of  In  Search  of  Excellence,  to  describe  an  innovative  approach 
that  has  proven  successful  in  many  companies.   "Adhocracy"  is  an 
organizational  form  that  challenges  the  bureaucracy  to  embrace 
the  new.   Waterman  believes  "adhocracy"  is  important  enough  that 
he  wrote  his  latest  book  on  it,  Adhocracy:   The  Power  to  Change 
(NY:   W.W.  Norton  &  Co.,  Inc,  1992). 
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The  federal  government  could  form  an  "adhocracy"  to  create 
jobs  and  stimulate  the  economy  by  promoting  exports  for 
environmental  business. 

Perhaps  the  newly  created  Office  of  Environmental  Policy  in 
the  White  Bouse  could  take  the  lead  in  convening  this  inter- 
agency working  group.    Being  in  the  White  Bouse,  and  having  no 
significant  turf,  the  Office  of  Environmental  Policy  is  in  a 
wonderful  position  to  bring  the  different  players  together. 
Perhaps  the  Office  of  Environmental  Policy  could  meet  the  needs 
of  the  working  group  proposed  in  the  1992  Export  Enhancement  Act. 

In  any  case,  the  Office  of  Environmental  Policy  could  be  a 
catalyst  for  the  communication  and  cooperation  needed  among 
federal  agencies  regarding  environmental  exports. 

2)   TBE  INSTITUTE 

Outside  of  government  but  in  partnership  with  it  should  be 
an  institute  which  can  work  with  business,  environmental 
advocates,  community  groups,  labor,  and  educational 
organizations . 

I  have  attached  a  more  developed  proposal  on  such  an 
institute.   Just  a  few  points  here: 

*  The  institute  should  be  independent  from  business,  if  it  is  to 
have  integrity. 

*  While  analysis  of  current  and  projected  world  markets  could  be 
done  from  one  center,  it  would  be  advisable  to  have  regional  hubs 
around  the  country.   These  small  hubs  could  identify  local 
resources  including  businesses  and  educational  institutions. 

*  The  major  activities  of  the  institute  could  include: 

1 )  assist  in  the  design  and  implementation  of  strategies  to 
restore  the  environment  and  prevent  pollution; 

2)  analyze  current  and  projected  world  environmental 
markets,  and  help  connect  environmental  companies  with  those  who 
need  what  they  offer; 

3)  assist  in  training  people  for  environmental  jobs, 
including  people  dislocated  from  defense;  and 

4)  sponsor  exchange  programs  for  business,  government, 
schools  and  nonprofits  interested  in  restoring  the  environment 
and  preventing  pollution. 

Thank  you  for  the  opportunity  to  testify,  Mr.  Chairman. 
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Boston,  MA   02124 
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THE  INTERNATIONAL  ENVIRONMENTAL  TECHNOLOGY  INSTITUTE 

Eleanor  Mulloney  LeCain 

12/30/92 

THE  OPPORTUNITY  Americans  need  more  jobs,  the  economy  needs 
revitalization,  and  the  environment  needs  healing.   A  way  to 
address  all  three  problems  successfully  is  through  the 
environmental  industry.   One  of  the  greatest  possibilities  for 
job  creation  and  business  opportunities  in  the  United  States  in 
the  1990 's  is  in  companies  which  restore  the  environment  and 
prevent  pollution.   Already  the  U.S.  domestic  environmental 
market  is  over  $100  billion  a  year  and  growing,  despite  the 
recession.   Every  country  around  the  world  grapples  with  how  to 
balance  environmental  protection  and  economic  development.   The 
international  market  is  estimated  to  exceed  $250  billion  a  year, 
with  prospects  for  rapid  growth. 

Growth  in  the  environmental  sector  provides  the  US  with  an 
opportunity  to  meet  our  domestic  policy  priorities.   It  could 
create  millions  of  new  jobs  in  the  next  decade,  including 
environmental  auditors,  green  designers  of  products  and 
processes,  environmental  plant  managers,  and  builders  of  advanced 
transportation  systems. 

Moreover,  the  environmental  sector  could  be  key  in  shifting 
the  US  from  a  military  to  a  civilian  economy.   Defense  has 
employed  hundreds  of  thousands  of  highly  skilled  workers  whose 
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analytic  and  manual  talents  are  directly  relevant  for  the 
problem-solving  and  production  necessary  to  ensure  an 
internationally  competitive  envirotech  industry.  Additionally, 
defense  has  been  a  major  priority  which  absorbed  a  huge  amount  of 
resources  and  people:  environmental  clean  up  and  pollution 
prevention  are  needed  on  a  scale  that  could  use  those  resources 
productively . 

Currently,  American  companies  have  the  lead  in  many  areas  of 
environmental  technology  and  know-how.   However,  other  countries 
such  as  Germany  and  Japan  surpass  us  in  public-private 
cooperation  in  both  developing  technology  and  capturing  markets. 
Consequently,  other  countries  are  overtaking  U.S.  companies  in 
fields,  some  of  which  were  created  here. 

What  is  needed  is  a  way  for  U.S.  government  and  companies  to 
cooperate  in  the  promising  field  of  environmental  business. 

THE  PROPOSAL  The  International  Environmental  Technology 
Institute  should  be  established  with  the  mission  of  assisting 
government,  business,  and  other  public  and  private  organizations 
worldwide  to  achieve  sustainable  development  through  the  transfer 
of  environmental  policy,  technology,  and  implementation 
strategies.   The  institute  will  assist  in  identifying  and 
fulfilling  international  needs  for  environmental  goods  and 
services.   The  particular  focus  will  be  on  environmental 
restoration  and  pollution  prevention. 
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In  fulfilling  this  mission,  the  International  Environmental 
Technology  Institute  will  expand  opportunities  for  U.S. 
environmental  businesses  in  domestic  and  international  markets. 
Most  environmental  companies  are  too  small  to  determine  where  the 
international  markets  are  for  their  goods  and  services,  and  how 
to  reach  them.   The  institute  could  help  companies  identify  and 
connect  with  likely  markets. 

The  International  Environmental  Technology  Institute  should 
be  based  in  New  England  which  has  the  greatest  cluster  of 
environmental  businesses  and  organizations  in  the  world.   Similar 
institutes  could  be  established  in  every  region  of  the  country, 
each  identifying  the  relevant  resources  in  its  area  and  all 
linked  in  an  envirotech  network. 

ACTIVITIES      The  International  Environmental  Technology 
Institute  will  have  four  main  activities: 

1)  assist  in  the  design  and  implementation  of  strategies  to 
restore  the  environment  and  prevent  pollution, 

2)  help  connect  environmental  companies  with  domestic  and 
international  markets, 

3)  assist  in  training  people  for  environmental  jobs,  and 

4)  sponsor  exchange  programs  for  business,  government,  schools, 
and  nonprofits  interested  in  restoring  the  environment  and 
preventing  pollution. 

Following  is  a  description  of  each  of  these  activities. 
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1)   The  primary  activity  of  the  International  Environmental 
Technology  Institute  will  be  to  assist  in  the  design  and 
implementation  of  strategies  to  restore  the  environment  and 
prevent  pollution. 

The  institute  will  transmit  information  and  expertise 
through  seminars  and  workshops.   The  focus  will  be  the  sharing  of 
concrete,  practical  experience  of  what  works  in  different  areas. 
Discussions  will  draw  on  a  range  of  experienced  people  in 
government,  business,  academia  and  non-profit  organizations. 
The  balance  between  technology  and  policy  will  be  explored:   in 
some  instances,  new  technology  can  improve  results;  other  times, 
different  policies  can  better  achieve  desired  results,  e.g.  total 
cost  accounting.   Seminars  will  provide  specific  environmental 
policy  and  technology  options  for  pollution  remediation  and 
prevention. 

Key  participants  will  be  decision  makers  such  as  Economic 
Development  Ministers,  Environment  Ministers,  mayors,  Chief 
Executive  Officers,  and  organizational  directors.   Participants 
will  leave  with  a  deeper  understanding  of  effective  ways  to 
restore  their  environment  and  prevent  pollution,  and  knowledge  of 
resources  available  which  enable  them  to  do  it. 

2)   The  International  Bnvirotech  Institute  will  help  connect 
environmental  companies  with  domestic  and  international  markets. 
As  the  world  need  for  environmental  goods  and  services  grows,  it 
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is  difficult  for  individual  companies  to  know  where  their  goods 
and  services  are  needed,  just  as  it  is  difficult  for  countries  to 
know  which  companies  can  help  them  meet  their  environmental 
goals.   The  International  Environmental  Technology  Institute 
could  bring  together  countries  and  companies  which  can  help  each 
other  achieve  their  objectives. 

This  challenge  will  be  met  in  a  variety  of  ways. 

*  Survey  world  markets  for  environmental  goods  and 
services.   Identify  sectors  which  need  environmental  technology, 
services,  education,  and  training. 

*  Gather  and  analyze  environmental  laws  and  programs  which 
could  stimulate  demand  for  environmental  goods  and  services. 

*  Keep  abreast  of  the  latest  state  and  national  legislation 
that  affects  environmental  business,  e.g.  the  Eastern  European 
aid  bill  which  targets  environmental  business. 

*  Recommend  legislation  that  provides  incentives  for  the 
development  of  the  US  environmental  technology  industry. 

*  Work  with  government  officials  to  promote  the  export  of 
US  environmental  technology  and  services. 

*  Encourage  the  US  government  and  international  agencies  to 
assist  countries  with  the  financing  involved  in  purchasing  US 
environmental  goods  and  services. 

The  International  Environmental  Technology  Institute  will 
conduct  a  survey  of  the  extensive  envirotech  organizations  and 
resources  in  the  Northeast  region.   Information  from  the  database 
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3)  The  International  Environmental  Technology  Institute 
will  assist  in  training  people  for  environmental  jobs.   With  the 
breadth  and  depth  of  information  about  the  environmental  industry 
worldwide,  the  institute  will  be  in  a  good  position  to  identify 
industry  trends  and  assess  where  the  jobs  of  the  future  will  be. 
The  institute  can  help  shape  worker  training  programs,  and  serve 
as  link  between  educators,  training  providers  and  employers. 
Particular  programs  will  be  set  up  for  retraining  defense 
workers,  in  research,  management,  and  manufacturing. 

4)  The  International  Environmental  Technology  Institute 
will  sponsor  exchange  programs  for  business,  government,  schools, 
and  nonprofits  interested  in  restoring  the  environment  and 
preventing  pollution.   Businesses,  governments,  schools,  and 
nonprofits  all  have  something  to  offer  in  restoring  the 
environment  and  preventing  pollution.    The  Envirotech  Institute 
will  foster  links  within  each  area,  such  as  business-to-business 
exchanges,  as  well  as  links  across  areas,  such  as  between 
educators,  business  and  government. 

RESOURCES  FOR  START  UP    It  will  require  one  million  dollars  to 
get  the  International  Environmental  Technology  Institute  up  and 
running.   Funds  will  come  from  public  and  private  sources.   An 
Executive  Director  will  be  hired  who  will  be  responsible  for 
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opening  the  institute,  preparing  a  business  plan  for  operations, 
building  support  among  envirotech  organizations,  and  pursuing 
financial  support  from  government,  businesses  and  foundations. 
Other  staff  will  be  hired  to  analyze  the  structure  of  the 
environmental  industry,  to  research  current  global  markets,  to 
project  market  trends,  to  conduct  seminars  and  workshops,  to 
identify  and  coordinate  training  sessions  for  workers,  and  to 
establish  a  world-class  communications  network. 

THE  FEDERAL  GOVERNMENT    Environmental  business  offers  major 
opportunities  for  job  growth,  for  export  markets  and  for  an 
orderly  transition  from  a  military  to  a  civilian  economy.   The 
federal  government  must  play  a  role  in  promoting  the 
environmental  sector  or  see  the  job  growth  occur  in  other 
nations. 

Congressman  Studds  has  submitted  federal  legislation  that 
would  create  a  national  center  for  research  on  global 
environmental  markets.   The  legislation  allocates  50  million 
dollars  for  the  center  and  regional  offices. 

The  International  Environmental  Technology  Institute  could 
be  the  first  regional  institute  in  Congressman  Studds'  proposal. 
Experience  gained  in  its  operations  would  provide  invaluable 
information  on  how  such  institutes  could  best  be  shaped. 
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Statement  for  the  Record  of 

James  D.  Berg 

Acting  President  and  Chief  Executive  Officer 

Overseas  Private  Investment  Corporation  (OPIC) 

to  the 

Subcommittee  on  Environment  and  Natural  Resources 

Committee  on  Merchant  Marine  and  Fisheries 

U.S.  House  of  Representatives 

February  25,  1993 


Mr.  Chairman  and  Members  of  the  Subcommittee,  it  is  a  pleasure  to  respond  to  your  invitation  to 
submit,  for  the  record,  OPIC's  views  on  the  objectives  of  the  outline  for  a  National 
Environmental  Technology  and  Business  Competitiveness  Act  of  1993. 

While  the  organizational  components  of  the  outline  are  outside  the  scope  of  OPIC's  activities, 
OPIC  is  committed  to  promoting  economically  and  environmentally  sound  U.S.  private 
investment  in  developing  countries  and  emerging  countries  in  transition  to  market  economies. 
This  mandate  was  renewed  as  part  of  the  Jobs  Through  Exports  Act  of  1992,  which  reauthorized 
the  Corporation's  programs  through  FY  1994.  OPIC's  programs  include  project  finance  in  the 
form  of  loans  and  loan  guaranties,  insurance  against  political  risks  and  a  number  of  pre- 
investment  services,  including  investment  missions,  reverse  missions,  and  partial  funding  for 
feasibility  studies. 

Since  it  was  enacted  in  1985  OPIC  has  implemented  legislation  that  ensures  that  all  projects  it 
assists  are  subject  to  environmental  impact  assessments  and  meet  acceptable  international 
standards  with  respect  to  the  environment,  public  health  and  safety.  In  addition,  OPIC  notifies 
host  governments  of  environmentally  "sensitive"  projects  that  it  proposes  to  assist  and  transmits 
technical  and  regulatory  information  to  assist  foreign  governments  in  managing  environmental 
impacts. 

By  insisting  on  these  high  environmental  standards  for  projects  that  it  assists,  OPIC  contributes 
to  the  promotion  and  diffusion  of  U.S.  environmental  technology.  When  U.S.  companies 
purchase  technologies  to  prevent,  mitigate  or  remediate  environmental  hazards  overseas,  they 
tend  to  use  the  same  goods  and  services  with  which  they  are  familiar  in  their  domestic 
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operations.  These  projects  also  have  a  demonstration  effect  on  local  companies  that  are 
increasingly  being  required  to  manage  the  environmental  impacts  of  their  operations.  Thus, 
OPICs  support  of  environmentally  sound  U.S.  investments  overseas  helps  to  expand  local 
markets  for  U.S.  goods  and  services. 

An  example  of  one  such  OPIC-assisted  environmental  project  is  the  investment  by  McKenzie 
Methane  Corporation  in  a  joint  venture  to  extract  coal  bed  methane  from  underground  coal 
deposits  in  Poland  for  the  generation  of  power  and  electricity.  The  positive  environmental 
benefits  of  this  project  are  three-fold.  They  include  the  reduction  of  fugitive  hazard  to  coal 
miners;  the  substitution  of  clean  burning  gas  for  coal  and  the  combustion  of  a  greenhouse  gas 
that  would  otherwise  be  vented  into  the  atmosphere.  To  bring  this  technology  to  Poland, 
McKenzie  will  purchase  $25  million  of  advanced  U.S.  drilling  equipment,  designed  to  extract  the 
methane  and  reinject  produced  waters  in  accord  with  the  most  rigorous  U.S.  environmental 
regulations.  These  exports  will  support  more  than  50  U.S.  jobs  (276  person-years  of 
employment)  during  the  first  five  years  of  project  operation. 

Recognizing  the  synergism  between  the  environmental  implications  of  its  programs  and  other 
U.S.  government  efforts  to  promote  the  export  of  U.S.  environmental  technology,  OPIC  has 
participated  actively  in  interagency  programs  designed  to  coordinate  and  enhance  such  efforts. 
OPIC  has  participated  as  a  charter  member  of  the  Committee  on  Renewable  Energy  Commerce 
and  Trade  (CORECT),  particularly  its  Finance  Task  Force  and  Market  Development 
Subcommittees.  Through  an  interagency  agreement  with  the  Department  of  Energy,  OPIC  has 
managed  several  feasibility  and  pre-feasibility  studies  for  innovative  renewable  energy  financing 
mechanisms  as  well  as  specific  renewable  energy  investment  projects. 

OPIC  has  also  participated,  through  the  Trade  Promotion  Coordinating  Committee's  (TPCQ 
Working  Group  on  Energy,  Environment  and  Infrastructure,  in  interagency  efforts  to  promote 
U.S.  environmental  exports  to  particular  markets,  including  Eastern  Europe,  where  we 
participated  in  a  Commerce  Department  Trade  Mission  in  1991.  We  note  that  the  TPCC's 
environmental  efforts  are  now  mandated  by  the  Export  Enhancement  Act  of  1992. 

More  recently,  we  have  joined  the  TPCC  effort  to  promote  the  use  of  U.S.  clean  coal  technology 
in  developing  countries.  We  are  an  active  participant  in  the  U.S.-Asian  Environmental 
Partnership  (U.S.-AEP)  under  whose  auspices  we  participated  in  an  environmental  trade  mission 
to  Malaysia  and  Indonesia,  organized  by  the  U.S.-ASEAN  Business  Council  in  1992.  We  are 
currently  working  with  the  U.S.-AEP  to  develop  additional  strategies  to  promote  U.S. 
environmental  business  activities  in  the  Asia-Pacific  region. 

Thus  far,  interagency  efforts  to  market  U.S.  environmental  technology  to  specific  overseas 
markets  have  focused  largely  on  Asia  and  Eastern  Europe,  both  of  which  promise  rapid  growth  in 
the  years  ahead.  In  addition  to  these  efforts,  OPICS  recent  experience  supporting  substantial 
private  investment  in  Latin  America  leads  us  to  believe  that  this  market  may  be  equally  important 
for  environmental  technologies  and  may  offer  U.S.  firms  competitive  advantages  over  other 
regions  where  foreign  assistance  and  other  subsidies  play  a  larger  role  in  the  transfer  of  such 
technologies. 
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In  addition  to  furthering  its  statutory  mandates  and  interagency  opportunities  in  the 
environmental  area,  OPIC  has  taken  several  initiatives  to  foster  U.S.  business  innovation  in  this 
rapidly  growing  sector.  One  is  our  Environmental  Investment  Fund  that  is  currently  under 
development  and  will  provide  equity  and  other  financing  to  environmental  projects  in  all  OPIC- 
eligible  countries.  The  Fund  is  modeled  on  regional  multi-sectoral  equity  funds  that  OPIC  has 
successfully  sponsored  in  Africa  and  the  Asia-Pacific  regions. 

Another  OPIC  innovation  recognizing  the  contributions  that  U.S.  companies  can  make  to 
environmental  management  is  OPIC's  annual  "Ecotourism  Award,"  which  we  initiated  in  1991. 
This  award  recognizes  entrepreneurs  who  have  been  pioneers  in  the  emerging  industry  of 
conservation-oriented  tourism. 

In  addition  to  the  efforts  of  U.S.  government  agencies  to  improve  outreach,  programs  and 
coordination  on  behalf  of  U.S.  envirotech  exports,  a  crucial  factor  has  always  been  private 
industry  itself.  This  has  certainly  been  the  case  for  the  renewable  energy  industry,  which  has 
greatly  expanded  its  exports,  in  large  part,  through  the  leadership  of  its  industry  associations, 
particularly  the  Export  Council  for  Renewable  Energy.  In  this  connection,  it  is  encouraging  that 
the  environmental  industry  recently  organized  the  Environmental  Technology  Export  Council  to 
represent  America's  leading  environmental  technology  firms  and  trade  associations  in  the 
growing  world  pollution  control  market. 

Thank  you  for  your  consideration. 
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OREGON'S 

environmental  services 
Challenge 


The  challenges  posed  by  environmental  regulation  at 
times  have  seemed  traumatic  to  businesses  and  munici- 
palities during  the  last  20  years.  Less  noted  in  the  politi- 
cal turmoil  surrounding  the  controversies  of  environmental- 
ism  has  been  the  development  of  a  new  industry.  The  envi- 
ronmental technology  and  services  industry,  dedicated  to 
unraveling  the  mysteries  of  doing  the  right  things  in  an  envi- 
ronmental sense,  today  faces  challenges  of  its  own.  Among 
those  challenges  are  denning  the  costs  of  meeting  environ- 
mental requirements  as  sensible  economic  investments  and 
finding  qualified  workers.  In  a  recent  round  table  discussion 
in  Eugene,  industry  leaders  and  Oregon  Business  publisher 
David  Rowe  explored  these  challenges. 


Rowe:  First  the  big  pic- 
ture; what  is  the  environ- 
mental services  industry? 

Gillaspie:  It's  people  and 
businesses  who  solve  or 
help  solve  environmental 
problems  for  governments 
and  industries  -  consultants, 
vendors,  attorneys,  labora- 
tories, health  and  safety 
people,  ecological  services 
people,  a  wide  variety. 

Dempsey:  1  look  at  envi- 
ronmental services  as  an 
outgrowth  of  what  used  to 
be  called  Public  Health 
engineering.  Clearly,  it's  an 
outgrowth  of  public  health 


concerns  and  it's  much 
broader  than  most  people 
perceive  it  to  be. 

Rowe:  Is  there  some- 
thing about  doing  busi- 
ness here  in  Oregon  that 
unifies  the  industry  or 
makes  it  different  from 
the  industry  in  other  parts 
of  the  country? 

Dempsey:  There's  no 
question  we've  taken  a  lead- 
ership role  in  some  aspects 
of  wateT  clean-up  in  Ore- 
gon. But  it's  going  to  be  a 
matter  of  us  actually  mov- 
ing forward  and  doing 
something  with  the  history 
we've  got  and  focusing  that 
into  a  marketing  position.  I 
don't  think  we're  there  yet. 


Rowe:  When  will  eco- 
nomics start  to  drive  this 
industry  rather  than  reg- 
ulation? 

Skoda:  Well,  I  think 
we're  really  bringing  a 
major  cultural  change  into 
our  society.  Let's  take,  for 
instance,  a  very  common 
sort  of  situation,  an  indus- 
trial painter  who's  got  a 
whole  series  of  pollution 
problems  resulting  from  the 
volatile  substances  he  uses 
in  his  business.  Today,  he 
can  clean  by  sandblasting, 
use  ceramic  paints  and  weld 
them  on  with  lasers,  with 
no  volatile  substances 
involved  at  all.  It's  less 
expensive  to  him  but  more 
valuable  to  his  customers, 
so  he  can  charge  more  for 
it.  The  question  is,  is  this 
done  in  the  name  of  the 
environment  or  in  the 
name  of  good  business? 


Lumapas:  Regulations 
are  very  useful,  but  I  think 
we  have  to  look  also  at  the 
opinions  of  business, 
because  if  we  regulate  so 
that  business  profits  are 
going  down  the  dram,  we 
will  lose  everything.  There 
needs  to  be  balance  to  make 
this  industry  worthwhile. 

Dunder  Regulations  can 
be  a  positive  economic 
incentive  for  business.  1 
think  it  really  comes  back 
to  analyzing  what  the  real 
cost  is  of  making  a  certain 
product,  not  just  from  an 
economic  base,  also  what 
it's  going  to  do  in  terms  of 
the  overall  environmental 
impact. 

Hatch:  I  think  we  also 
have  to  remember  that  peo- 
ple, not  businesses  alone, 
have  an  effect  on  what 
we're  doing  in  terms  of 
what  we're  cleaning  up.  We 
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can  put  as  nuny  regulations 
00  as  wc  want  on  industry 
and  we're  still  going  to  have 
an  air  quality  problem 
because  wr  have  people 
driving  cars  all  the  tmie. 

Rowe:  Who  is  lh«  cus- 
tomer for  environmental 
services,  and  what  is  the 
industry  doing  to  posi- 
tion itself  as  a  proactive 
solution  to  environmen- 
tal problems? 

Skoda:  The  customer  is 
both  the  public  and  private 
sectors.  The  public  sector  is 
a  Large  market  place, 
although  its  ability  to  move 
is  related  to  tax  revenues.  In 
the  private  sector,  it's  any- 
body who's  in  the  produc- 
oon  stream  -  agriculture, 
timber,  manufacturing 
uidustnes.  People  who  are 
in  the  manufacturing  chain 
are  our  primary  customers. 

Lumapas:  Many  of  our 
c bents  are  individuals,  some 
driven  by  the  request  of 
banks,  some  by  the  request 
of  other  agencies.  We  get 
them  because  other  enoties 
ask  them  to  do  something. 
On  the  industrial  side,  firms 
like  CH2M  Hill  and  Cen- 
tury West  and  the  other 
consulting  firms  are  our 


customers  because  we  act  as 
their  support  group. 

Hatch:  Consulting  ser- 
vices such  as  wc  perform 
arc  marketed  based  on 
long-term  client  relation- 
ships. You  help  a  clients 
with  a  litde  problem,  you 
talk  to  them  again,  you  help 
them  evolve  a  planning 
strategy  for  dealing  with 
upcoming  regulations.  It's 
marketing  solutions,  but  it's 
also  educating  the  customer 
on  cost  effective  ways  to 
deal  with  things.  Relation- 
ship building  is  the  way 
consulting  is  marketed,  not 
going  in  and  saying  we  can 
do  this  better  than  anybody 
else. 

Gillaspie:  1  think  we'll 
see  increased  specialization 
within  the  market,  people 
who  do  particular  things 
better  than  anybody  else.  I 
think  we  in  this  room  can 
solve  problems  that  face 
Oregon  government  and 
Oregon  industries  better 
than  other  people  because 
we  live  here,  we  know 
these  people,  we  have  rela- 
tionships with  them,  we 
understand  their  businesses, 
we  know  who  the  vendors 
are,  and  we  know  how  to 


solve  their  problems. 

Rowe:  What  are  the 
educational  needs  of  this 
industry,  of  your  compa- 
nies in  particular? 

Lumapas:  Keeping 
abreast  with  all  the  regula- 
tions, all  the  technology,  all 
the  changes  taking  place  in 
the  environmental  field. 
That's  a  factor  1  think  is 
quite  important  and  needs 
to  be  enhanced. 

Dunden  We  need  people 
with  good  educational 
backgrounds,  but  education 
is  not  the  prime  considera- 
tion with  us.  That,  I 
believe,  is  hands-on,  good, 
practical  experience,  some- 
one able  to  make  pragmatic 
decisions  out  in  the  field. 

Rowe:  What  kind  of 
training  is  required  to 
make  such  decisions?  Is  ft 
technical  or  theoretical? 

Dunden  Well,  it's  techni- 
cal. But  I  think  the  other 
big  thing  is  the  ability  to 
work  with  people. 

Ellis:  I  would  want 
someone  with  a  master's  or 
Ph.  D.  in  one  of  a  variety  of 
disciplines,  anywhere  from 
fisheries  to  wildlife  to 
botanical  resources.  On  top 
of  that,  one  thing  that  is 
really  lacking  in  people 
coming  out  of  school  right 
now  is  the  ability  to  write. 

Cullrvan:  Everybody  in 
my  company  certainly  has  a 
high  school  education  and 
we  have  quite  a  number  of 
graduate  degrees,  but  Bob  is 
right,  there  arc  a  lot  of  peo- 
ple who  don't  seem  to  be 
able  to  read  or  write  as 
effectively  as  they  could. 


Gillaspie:  I 
educational  | 
fold.  First, 
science  schJ 
people  to  en1 
access  to  thel 
best  technolo 
we  need  on-goingc 
don  on  changing  regula- 
tions, so  we  can  keep  up. 
Lasdy,  for  a  lot  of  us  who 
are  breaking  out  and  going 
into  business  on  our  own, 
we  need  a  good  business 
educadon  because  we're 
much  better  scientists  than 
we  are  business  people. 

Skoda:  I  think  we're 
developing  needs  for  people 
who  arc  more'  generalises 
than  specialists.  I  think 
there  is  a  real  need  for  envi- 
ronmental managers  who 
are  equivalent  to  masters  of 
business  administration. 


Tie  Panelists 
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A  CLUSTER 
OF  EXPERTISE 

Oregon's  decision  of  the  1960s  to  clean  up  its  rivers  and 
streams  may  seem  long  past,  but  it  defines  Oregon 
nationally  and  internationally  as  clean  and  green  -  and 
it  reverberates  through  the  state's  community  of  environmen- 
tal services  companies.  For  if  Oregon's  environmental  services 
can  be  said  to  be  unique  among  those  available  in  the  United 
States,  the  clean  water  connection  defines  its  originality. 


The  Pacific  Northwest's 
reputation  for  livability  is 
largely  built  around  its  rela- 
tively pristine  environment 
-  its  forests  topped  with 
snow-capped  peaks,  its 
unspoiled  landscapes,  and 
especially  its  rushing  rivers 
and  still,  clear  lakes. 

The  environmental  con- 
cerns that  led  to  the  passage 
of  the  federal  Clean  Water 
and  Clean  Air  Acts,  the  var- 
ious components  that 
together  comprise  the 
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Superfund  legislation  and 
the  numerous  other  laws 
that  govern  the  ins  and  outs 
of  environment-friendly 
industrial  operations  led  to 
the  creation  of  a  full  range 
of  private  Oregon  firms 
offering  vasdy  diverse  envi- 
ronmental services. 

Riedel  Environmental 
Technologies  of  Portland  is 
one  of  the  world's  premiere 
environmental  cleanup 
companies.  CH2M  Hill, 
founded  in  Corvallis,  is 
among  the  world's  largest 
environmental  engineering 
companies.  A  ber  of  smaller 
firms  such  as  Century  West 
Engineering  provide  ser- 
vices competitive  with 
those  of  the  state's  giants. 
Other,  smaller  companies 
operating  within  narrow 
niche  markets  comprise  the 
bulk  of  Oregon's  environ- 
mental services  industry, 
and  own  the  bulk  of  the 
knowledge  and  experience 
that  make  Oregon  one  of 
the  world's  centers  of  clean 
water  technology. 

One  such  company  is 
Beta  Control  Systems,  Inc. 
of  Beaverton.  which 
designs,  manufactures  and 


installs  water  and  acid  recy- 
cling systems  for  the  prima- 
ry and  secondary  metals 
finishing  industry. 

Like  many  other  Oregon 
companies,  Beta  Control 
can  trace  its  origins  to  Tek- 
tronix, where  founder  and 
president  Bryan  Cullivan 
cut  his  environmental  teeth 
working  on  cleanup  sys- 
tems for  Tek's  production 
waste  water.  Like  many 
entrepreneurial  companies, 
Beta  Control  began  in  a 
garage  and  moved  to  larger 
quarters  as  sales  increased 
and  additional  floor  space 
was  needed  for  offices  and 
manufacturing  operations. 

And  like  many  other 
Oregon  environmental 
companies.  Beta  Control 
speaks  the  language  of 
investing  in  environmental 
systems  as  an  industrial  asset 
to  its  potential  customers. 
"Sometimes  we  have  to 
walk  people  through  the 
numbers  to  make  them  see 
we're  going  to  save  them 
money  rather  than  cost 
them  money,"  said  Market- 


ing Director  Joe  McDon- 
nell, "but  once  we  can 
show  them  where  to  look 
for  costs  they  won't  have  to 
pay  anymore  and  how  to 
figure  which  indirect  costs 
they're  avoiding,  a  buy  is 
almost  automatic. 

"Especially  when  they 
figure  out  for  themselves 
that  the  payback  period  is 
less  than  two  years,  as  it  is 
with  all  but  the  smallest 
metal  finishers." 

Beta  Control  stands  on 
the  brink  of  taking  its  local- 
ly developed  technologies 
and  locally  manufactured 
systems  to  the  world. 
Mel  )onnell  has  found 
receptive  audiences  for  his 
message  in  Canada,  Mexi- 
co, Taiwan  and  Brazil  over 
the  last  several  years. 

Beta  Contol  is  not  alone. 
Numerous  Oregon  envi- 
ronmental companies  are 
finding  markets  for  their 
technologies  outside  the 
state  and  outside  the  coun- 
try. And  they  are  taking  the 
Oregon  clean  water  mes- 
sage to  the  world. 
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Getting 
Organized 

One  of  the  tniunis  of  business  is  that  companies  that 
cooperate  can  become  more  compcobve  and  develop  a 
stronger  industry.  Increasingly,  this  is  the  genesis  of 
trade  associations  such  as  the  Oregon  Environmental  Tech- 
nology Association  (OETA). 


"We  aim  to  establish  Ore- 
gon's environmental  indus- 
try as  a  world  class  provider 
of  products  and  services  to 
resolve  environmental  prob- 
lems. This  industry  partner- 
ship is  a  vital  strategy,"  says 
Bill  Snyder,  OETA  execu- 
tive director. 

OETA  was  formed  by  a 
group  of  companies  in  the 
Eugene/Springfield  area  in 
thefallofl991.'*Wewere 
basically  meeting  as  a  Lane 
County  group.  We  agreed 
we  would  be  more  effective 
if  we  worked  through  a 
state -wide  trade  association, 
but  when  we  started  look- 
ing around,  we  realized  that 
nothing  like  we  had  in 
mind  existed,"  Snyder  says. 

In  September.  1992, 
OETA  was  awarded 
$40,000  in  matching  Ore- 
gon Lottery  funds  from  the 
Oregon  Economic  Devel- 
opment Department 
(OEDD)  Key  Industries 
Development  program  to 
assist  in  creating  a  state- 
wide organization  to  pro- 
mote and  develop  Oregon's 
environmental  services 
industry.  This  program 
works  as  a  catalyst  to  help 


key  industries  grow  in  Ore- 
gon and  increase  interna- 
tional competitiveness 
through  avenues  such  as 
associations  and  business 
networks. 

Esumates  are  that  the 
environmental  industry  will 
generate  more  than  $400 
billion  in  annual  revenues 
world-wide  by  19%.  It  is 
generally  recognized  as  one 
of  the  fastest-growing  jobs- 
producing  sectors  in  the 


United  States  and  globally. 
Growth  is  fueled  by  public 
concern  over  environmen- 
tal degradation,  by  govern- 
ment regulations,  and  by 
cost-savings  to  businesses. 
OETA  has  a  full  slate  of 
activities  on  the  drawing 
board:  It  is  making  an 
inventory  of  Oregon  envi- 
ronmental industry  compa- 
nies and  their  capabilities. 
This  will  lead  to  a  data  base 
that  can  be  used  for  plan- 
ning, marketing,  and  creat- 
ing joint  ventures.  It  is  pur- 
suing services  in  national 
and  international  market- 
ing, technology  develop- 
ment and  transfer,  finance, 
and  insurance.  OETA  and 
Oregon  industry  leaders  are 
creating  a  white  paper  on 
developing  Oregon's  envi- 
ronmental technology  and 


Roundtable  Proposals 

The  roundtable  explored  ways  to  create  a  stronger  environ- 
mental services  industry  in  Oregon.  Some  of  the  suggestions: 


Market  the  Oregon 
environmental  tech- 
nology and  services 
industry  and  Oregon 
firms  nationally  and 
Internationally. 
Form  alliances  with 
Pacific  Northwest 
Region  environmen- 
tal industry  and  gov- 
ernment leaders. 
Build  the  Oregon 
Environmental  Tech- 
nology Association. 
Develop  industry 
quality  and  ethical 
standards  to  create 
an  Oregon  signature 
that  standi  lor  cus- 


tomer satisfaction. 
Educate  Oregon  busi- 
nesses about  the 
economic  benefits  of 
environmentally  safe 
manufacturing. 
Improve  the  ability  of 
Oregon  higher  edu- 
cation to  meet  Ore- 
gon business'  needs 
for  new  technolo- 
gies. 

Work  with  Oregon 
educational  institu- 
tions to  turn  out  sci- 
ence graduates  with 
greater  writing,  prob- 
lem-solving, and 
business  skills. 


services  industry. 

The  need  for  the  environ- 
mental industry  to  become 
stronger  through  organiza- 
tion is  illustrated  by  the 
establishment  of  recent 
international  trading  groups 
in  countries  such  as  Japan 
and  Canada  Snyder  says. 
Worldwide  competition  is 
strenuous  in  this  high 
growth  industry. 

Ned  Dempsey,  President 
of  Century  West  Engineer- 
ing in  Portland,  agrees  that 
industry  organization  is  key. 
"OETA  has  great  potential 
for  the  Oregon  industry, 
but  my  feeling  is  that  in 
order  to  realize  that  poten- 
tial, the  state  will  have  to 
continue  to  be  active  in  its 
development."  The  success 
of  the  industry,  he  observes, 
hinges  on  legislative  and 
executive  agreement  that  its 
development  is  important 
to  Oregon's  future. 
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The  Planet 

is  Our  Customer 


r 
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e  growth  and  development  of  industrial  society  over 
the  last  couple  of  centuries  occurred  without  much 


concern  for  the  natural  world.  The  world's  resources 
were  thought  to  be  unlimited  in  their  capacity,  but  the  planet 
has  proven  fragile.  People  around  the  world  are  becoming 
aware  of  how  human  activity  affects  the  environment,  and 
they  are  investing  in  efforts  to  minimize  the  impact.  These 
efforts  present  opportunities  to  companies  that  clean  up  yes- 
terday's messes  and  show  us  how  to  keep  from  messing  up 
again. 


Environmental  technolo- 
gy companies  in  Oregon 
are  poised  to  play  a  role  in 
global  efforts  to  clean  and 
protect  the  environment. 
The  state  gained  a  reputa- 
tion as  a  leader  in  environ- 
mental protection  years  ago 
when  it  undertook  to  clean 
the  Willamette  River,  legis- 
lated the  first  bottle  return 
system  and  the  first 
statewide  land  use  planning 
system  in  the  country. 
These  undertakings  and 
Oregon's  interest  in  envi- 
ronmental quality  helped  a 
strong  contingent  of  envi- 
ronmental technology 
companies  get  started. 

Mexico  is  one  promising 
international  market  for 
Oregon's  environmental 
technology  companies.  The 
Mexican  government  has 
substantially  increased 
spending  on  the  environ- 
ment, and  pressure  from  the 
expected  approval  of  the 
North  American  Free 


Trade  Agreement 
(NAFTA)  has  encouraged 
Mexican  companies  to 
begin  cleaning  up  their 
manufacturing  processes. 

Environmental  technolo- 
gy companies  from  Oregon 
have  already  hit  pay  dirt  in 


the  Mexican  market.  Trade 
missions  from  Oregon  to 
Mexico  in  1992  resulted  in 
almost  $622,000  worth  of 
sales  for  Oregon  environ- 
mental firms.  More  than  50 
Oregon  companies  heard 
the  latest  about  the  Mexi- 
can wastewater  treatment 
market  at  Agua-Mex  '92,  a 
June  1992  conference  spon- 
sored by  the  Oregon  Eco- 
nomic Development 
Department  (OEDD), 
where  eight  Mexican  repre- 
sentatives spoke. 

The  Portland  office  of 
Hart  Crowser,  an  environ- 
mental consulting  firm, 
obtained  a  major  contract 
with  SEDESOL,  the  Mexi- 
can government's  environ- 
mental agency,  as  a  result  of 
that  conference. 

Southeast  Asia's  annual 
market  for  environmental 
goods  and  services  is 
expected  to  grow  to  $1 1 
billion  by  19%.  American 


and  Asian  business,  govern- 
ment and  community 
groups  have  created  the 
United  States-Asia  Envi- 
ronmental Partnership  to 
enhance  Asia's  environment 
while  providing  opportuni- 
ties for  American  firms. 

Taiwan  has  allocated 
nearly  $40  billion  to  envi- 
ronmental protection  pro- 
jects in  its  current  six-year 
plan.  A  primary  goal  is  to 
provide  infrastructure  to 
minimize  the  effect  of 
municipal  and  industrial 
waste  generation  around 
the  island. 

On  the  opposite  end  of 
the  Eurasian  continent, 
Eastern  Europe  and  the 
countries  of  the  former 
Soviet  Union  are  suffering 
from  staggering  pollution 
and  a  lack  of  environmental 
infrastructure.  In  the  for- 
mer East  Germany,  where 
the  German  government 
will  invest  $26  billion  in 
1993,  estimated  costs  of  the 
environmental  cleanup  are 
$135-$335  billion.  A  dele- 
gation of  economic  devel- 
opment officials  from  the 
former  East  Germany  visit- 
ed Oregon  recently  to 
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search  out  promising  firms 
for  joint  ventures  with  Ger- 
man companies. 

"Opportunioes  are  real 
for  firms  that  have  promis- 
ing technologies  and  are 
willing  to  seek  new  oppor- 
tunities," says  Klaus  Kleber, 
of  The  Meridian  Group 
International,  a  Portland 
consulting  firm  that  hosted 
the  meetings  with  the  Ger- 
man delegation. 

Closer  to  home,  work  at 
Department  of  Energy  and 
Department  of"  Defense 
facilities  will  generate  bil- 
lions of  new  business  dollars 
over  the  next  decade  or 
more.  For  Oregon  compa- 
nies, Hanford  is  a  potential 
opportunity  close  at  hand. 
Portland  s  Century  West 
Engineering  recendy 


formed  a  joint  venture  with 
a  Canadian  firm  to  pursue 
Hanford  clean-up  contracts. 

"Our  joint  venture  with 
Elemental  Research  has 
enabled  us  to  submit  pro- 
posals for  contracts  at  Han- 
ford using  a  unique  tech- 
nology that  determines 
extremely  low  levels  of 
metal  concentrations  in  all 
kinds  of  media,"  says  Ned 
Dempsey,  president  of  Cen- 
tury West  Engineering. 

As  governments  invest  in 
environmental  clean-up  and 
implement  regulations,  the 
industries  that  pollute  the 
environment  are  learning 
the  benefits  of  changing 
processes  to  prevent  pollu- 
tion. This  awareness 
extends  the  market  into 
every  corner  of  the  globe. 


Oregon  Payroll: 

Average  1 991  Payroll  per  worker 

Selected  Industries g 

Ali  Industries $22,224 

Agric.  Forestry.  Fishing  $13,599 

Mining $31,031 

Construction $26,490 

All  Manufacturing $28,166 

Food  &  Kindred  Products  Mfg $20,936 

Lumber  &  Wood  Products  Mfg $25,925 

Paper  &  Allied  Products  Mfg $41,100 

Printing  &  Publishing $33,032 

Chemicals  &  Allied  Products  Mfg $33,032 

Primary  Metals  Mfg $35,352 

Fabricated  Metal  Products  Mfg $26,463 

Industrial  Machinery  Mfg $32,113 

Electronic  Equipment  Mfg $33,450 

Transportation  Equipment  Mfg $32,266 

Instruments  Mfg $33,626 

Transportation.  Commun,  Utilities $29,173 

Wholesale  Trade $28,749 

Retail  Trade $13,319 

Finance.  Insurance.  Real  Estate $25,303 

Services $19,093 

Business  Services $18,667 

Health  Services $23,165 

Legal  Services $30,431 

Engineering  &  Mrjt  Services $29,537 


DATAFILE 
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INS 

Air  Quality 


an  i 

Water  Quality 


Business  Resources  ^a*m 

Advanced  Science  and  Technology  Institute 

Environmental  Learning  Center 

International  Trade  institute 

Joint  Graduate  Engineering  Schools 

Oregon  Advanced  Technology  Certs _ 

Oregon  Assn.  ot  fmronmental  Prolessionits 

Oregon  Environmental  Technology  Association 

Oregon  Marketplace 

OEM  Key  Industries  Development 

Oregon  Innovation  Cenlet 

0ED0  International  Trade  Division 

Portland  Development  Commission 

Small  Business  Admrwtabon 

SmUl  Business  Development  Centers _ 

Small  Business  International  Trade  Program 

Western  Region  Hazardous  Waste  Research  Center 


.346-3189 
657-6SS8.  ex  2351 
725-3246 
737-6836 
657-6958,  ex  4609 
226-0324 
344-0746 
343-7712 
378-2286 
800-S<8-8435 
229-5625 
823-3302 
326-2682 
726-2250 
.274-7482 
737-6836 


194 


195 


PEACE  CORPS 

OF   THE   UNITED   STATES 


February  26,  1993 


The  Honorable 

Gerry  E.  Studds 

Chairman 

Committee  on  Merchant  Marine  and  Fisheries 

Subcommittee  on  Environment  and  Natural  Resources 

U.S.  House  of  Representatives 

Washington,  D.C.  20515 

Dear  Chairman  Studds: 

Thank  you  for  your  recent  letter  in  which  you  request 
comments  from  the  Peace  Corps  on  the  outline  of  the  National 
Environmental  Technology  and  Business  Competitiveness  Act. 

While  the  overall  proposal  goes  beyond  the  mandate  and  scope 
of  the  Peace  Corps,  there  are  two  areas  in  which  Peace  Corps 
has  had  considerable  experience.  We  much  appreciate  the 
opportunity  to  share  our  comments  on  these  issues  with  the 
Subcommittee . 

1.  Volunteer  Environmental  Services  Corps 

Peace  Corps  currently  supports  nearly  700  Volunteers  in  55 
countries  working  on  environmental  projects.   One  of  the 
exciting  new  areas  in  these  projects  is  environmental 
protection.   Especially  in  the  countries  with  economies  in 
transition,  Peace  Corps  is  being  called  on  to  provide 
Volunteers  with  expertise  in  both  "green"  (resource 
conservation  and  biodiversity)  and  "brown"  (air  and  water 
pollution  and  solid  waste  management)  environmental 
problems . 

Peace  Corps  works  closely  with  other  private  and  federal 
agencies  to  support  the  Environment  Volunteers.   The 
National  Park  Service,  Fish  &  Wildlife  Service,  and  U.S. 
Forest  Service  have  been  cooperating  with  Peace  Corps  for  an 
extended  period  of  time.   More  recently,  Peace  Corps  has 
been  collaborating  with  the  U.S.  Environmental  Protection 
Agency  --  EPA. 

One  example  already  underway  that  involves  the  kinds  of 
activities  outlined  in  the  proposal  is  the  U.S.  -  Asia 
Environmental  Partnership,  a  cooperative  effort  involving 
federal  agencies  (USAID,  Commerce,  Agriculture,  Smithsonian, 
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Peace  Corps,  and  others)  plus  private  sector  business  and 
environmental  groups.   It  is  funded  by  USAID  and  coordinated 
by  a  consulting  firm,  Tropical  Research  &  Development. 

We  believe  you  should  consider  carefully  whether  the 
proposal  for  a  new  Volunteer  Environmental  Service  Corps 
would  duplicate  capabilities  that  already  exist  in  the  Peace 
Corps  and  elsewhere.  Peace  Corps  is  ideally  positioned  with 
existing  recruiting  and  in-country  administrative  capability 
to  identify,  recruit,  train,  and  support  qualified 
Volunteers  for  a  broad  spectrum  of  environmental 
assignments.  The  Peace  Corps  has  a  thirty  year  record  of 
success  as  a  Volunteer  sending  organization.   Further,  our 
approach  is  consistent  with  President  Clinton's  counsel  that 
we  seek  ways  to  do  more  with  existing  foreign  assistance 
funds . 

2.  Business  Centers  and  Environmental  Business  Centers 

Peace  Corps  currently  supports  more  than  1,000  Volunteers 
working  on  small  business  projects  worldwide.   One  of  the 
new  program  areas  involves  the  support  of  small  business 
development  centers.   Primarily  located  in  countries  making 
the  transition  from  centrally  planned  to  free-market 
economies,  the  business  centers  are  staffed  by  mature, 
experienced  Business  Volunteers  with  expertise  in  business 
operations,  banking  and  finance,  and  economic  planning. 
These  business  advisors  assist  local  governments  in  the 
privatization  process,  and  provide  training,  counseling,  and 
information  services  to  emerging  private  businesses.   The 
service  centers  are  operated  by  local  municipalities,  banks, 
and  non-profit  organizations,  with  Peace  Corps  Volunteers 
providing  staff  support  and,  in  collaboration  with  USAID, 
some  equipment. 

While  Peace  Corps'  principal  mandate  is  to  assist  in 
building  strong  local  private  sectors  with  domestic  markets, 
on  a  limited  scale  we  also  assist  businesses  with  export 
goods  and  services. 

One  issue  that  has  been  raised  in  the  past  is  the  possible 
co-location  of  Peace  Corps  Volunteers  with  the  Department  of 
Commerce's  "America  Houses."  As  a  matter  of  policy,  Peace 
Corps  Volunteers  are  prohibited  from  profiting  personally 
from  business  transactions  during  their  period  of  service. 
We  would  be  concerned  about  the  impact  on  the  credibility  of 
our  Volunteers  of  any  proposal  that  would  give  the 
appearance  that  Volunteers  are  directly  serving  the 
interests  of  the  U.S.  business  community  in  their  host 
countries . 
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Peace  Corps  collaboration  with  U.S. I. A.  and  the  Department 
of  Commerce  now  focuses  on  technical  information,  and 
Volunteers  make  U.S.  and  international  trade  data  available 
to  local  businesses.  It  is  our  feeling  that  co-location  of 
Peace  Corps  Volunteers  with  Commerce  Department  business 
centers  might  jeopardize  the  role  that  the  Peace  Corps 
Volunteers  can  play  as  business  teachers  and  advisors  with 
no  vested  interest  other  than  helping  local  business 
communities  flourish. 

Our  primary  concern  about  the  proposed  Volunteer 
Environmental  Services  Corps  is  that  the  new  institution 
might  duplicate  efforts  and  activities  already  underway  by 
the  Peace  Corps. 

I  hope  that  these  comments  arei  useful,  Mr.  Chairman.  Peace 
Corps  is  very  pleased  with  the  number  of  guality 
environmental  programs  we  have  launched^ in  the  last  few 
years.  If  you  would  like  specific  details  about  our 
projects,  I  would  be  delighted  to  provide  the  information. 

Thank  you  again  for  giving  the  Agency  the  opportunity  to 
comment  on  your  outline  of  proposed  legislation.  Your 
continuing  interest  in  and  support  for  the  Peace  Corps  is 
very  much  appreciated. 

The  Office  of  Management  and  Budget  advises  that  there  is  no 
objection  from  the  standpoint  of  the  Administration's 
program  to  the  submission  of  this  report. 

Sincerely, 


C^  t 


*r 


ohn  P.  Hogan 
Acting  Director 
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